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Sunshine in St. Louis 


Srrs: One of our members has called 
our attention to the article in your October 
issue, “Houston Awaits A. B. A.” written 
by Fred B. Barton. On page nine there 
appears a reference to Saint Louis that is 
hardly flattering, ““Houston sunshine can 
be as hot as that of any city—say, Balti- 
more or St. Louis—but Texas evenings are 
refreshingly cool.” 

Won’t you take the time to look care- 
fully through the attached booklet refer- 
ring to Saint Louis’ climate and I think 
it will give you a little better impression 
than the statement in your publication. 


Tuomas N. Dysart, President, 
St. Louis Chamber of Commerce, | 
St. Louis, Missouri 


Epiror’s Nore: U. 8S. Weather Bureau reports 
show 11 cities having more days per year with the 
maximum temperature 90 degrees or over, beginning 
with San Antonio, 101 days, followed by Fort Worth, 
Dallas, Houston, Oklahoma City, Birmingham, New 
Orleans, Memphis. Nashville, Kansas City, Richmond, 
and Louisville. St. Louis has 31.6 days. 
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Rare Mechanical Banks 


Sirs: Your worthy publication recently 
gave space to juvenile penny banks which 
prompts me to offer you some brief infor- 
mation concerning the rare old-time banks 
of sixty and seventy years ago. 

Some two hundred and forty different 
mechanical banks are accounted for, each 
one doing its particular stunt and depicting 
almost every conceivable character and 
idea. Notable examples include: Clown 
driving Pony around Ring, Trapeze Per- 
formers, Race Horses spinning around 
track (dated 1871), William Tell shooting 
Apple from boy’s head, the Whale releas- 
ing Jonah, Hunters and Marksmen shooting 
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pennies, Cannons and Forts, and so on 
until you have 240 of them. 

These old banks all have their ratings 
as to value, being based upon the number 
“‘coined”’ and still in existence. The first 
fifty of the more common varieties likely 
have an average value of $10 each, and 
from there a gradual advance is made 
according to classification; the last forty 
of the more rare banks are rated from $25 
to $100 each, and even higher in many 
instances. 

It is estimated that possibly about 4 per 
cent of the original output of the old banks 
still survive, and where there were onl 
100 of any certain variety manufactured, 
this particular bank naturally commands a 
high price as there is not sufficient number 
for each collector. This has reference to 
such banks as Red Riding Hood, Bull and 
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Bear, American Sewing Machine, Harle- 
quin, Girl in Victorian Chair, the Whale 
Releasing Jonah, and a few others. 

There are about eight outstandin 
collections in the United States, four o 
which are in New York City, and one each 
in Boston, Cleveland, Berkeley, Calif. 
and Fostoria. 

Photographs are enclosed of a few of the 
higher rating banks showing subjects that 
are no longer found in any shop windows. 

ANDREW EMERINE, President, 

The First National Bank, 
Fostoria, Ohio 
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Thoughts on Bank Advertising 


Sirs: In your letter of September 22nd, 
you call attention to Mr. Rod Maclean’s 
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article in the October number of Burroughs 
Clearing House on bank advertising. 

[ will fully agree with Mr. Maclean’s 
statement on page 21, No. 1, “To attract 
attention,” and so forth, and I think the 
“and so forth” is important after the 
attention has been attracted. 

My observations are that the most 
successful advertising is that which shows 
life and action: witness—the cigarette 
companies, Coca-Cola and many others. 
Another observation is that _—— are 
primarily interested in self and are most 
effectively appealed to by proving how the 
article advertised will accomplish some- 
thing desirable for them. After that has 
been proved, then the porte brand, or 
in our business—bank—should be sold 
them. 

Some banks advertise departmental 
services, and others use institutional adver- 
tising. We have used both, but principally 
the Biener. Another thing is the size and 
space used. We have chosen to go less 
frequently and use a space size that would 
dominate the newspaper page. We think 
institutional advertising justifies that, but 
I hardly think that departmental adver- 
tising of one service would. 7 

Suppose you take your publication of 
October, 1938, and look at the advertising 
and see if the advertisements which I will 
mention are not those which would come 
nearest to stopping you and _ interesting 
you if you had no interest in the publica- 
tion or the article advertised. 

On the inside front cover ‘“‘La Monte 
Safety Paper’’; on page 2, “‘Bell Telephone 
System”; on page 25, “The Postage Meter 
Company”; on page 27, “Hammermill 
Safety Paper,” etc. ; 

Why is it that magazines are filling their 

ages with illustrations of people, and why 
is it that magazines like “Life’’ and “Look” 
have met with such success? People are 
interested in people primarily, and if you 
capitalize on that interest, you get atten- 
tion. But it takes more than attention; 
you have to have a message that will 
appeal to the readers’ self-interest, and 
then make your sale by selling your 
particular brand or bank. 


C. H. WETTERAU, 


Vice-president and Trust Officer, 
The American National Bank, 
Nashville, Tennessee 


¢¢ 


Credit Union Article 


Sirs: I was very much interested in 
reading recently in your magazine a very 
instructive and useful article having to do 
with credit unions entitled “Credit Unions 
for Bank Employees” (September issue). 
The credit union plan has value to any 
group of people who need the kind of 
service which a credit union is geared to 
render. A credit union concerns itself 
with small systematic savings, thereby 
accumulating a fund which enables the 
members to take care of their own short- 
term credit problems at normal interest 
rates. : 

There are now some credit unions 
organized within the banking field, and 
we hope very much that there will be a 
rapid extension of credit unions of this 
sort. Your article certainly helps this 
general program materially, and we are 
greatly obliged to you for setting forth the 
matter in such an authoritative way. 


Roy F. BERGENGREN, 
a >, Director, | 
Credit Union National _ 
Association, | 
Madison, Wisconsin 
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.. + In the 


TREND of BANKING - - - 








New Trends at the 
Houston Convention 


The outstanding event of the past month 
was the convention of the American 
Bankers Association at Houston, Texas. 

Gathered for the meeting were some 
three thousand bankers and their guests 
from all parts of the country headed by 
President Orval W. Adams, and the execu- 
tive headquarters staff of the association 
headed by Executive Manager Harold 
Stonier. Houston hosts were headed by 
General Convention Chairman Francis 
Marion Law. 

The convention itself was notable for a 
number of innovations, for the new trends 
that it recognized in present-day banking, 
for the election of the association’s new 
second vice-president, and the naming of 
new divisional officers and committees. 

Among the innovations was an educa- 
tional display of exhibits of bank equip- 
ment and developments in bank services. 
Another was the publication of a conven- 
tion daily paper issued each morning by 
Editor William R. Kuhns of Banking, 
covering convention highlights and pub- 
licizing the educational display. Another 
was a more colorful inaugural ceremony 
for incoming officers (see page 21). 

Of the new trends there were many. 
There was no group or committee that did 
not give progressive thought to present 
problems. ‘Two new trends were especially 
in evidence. The first was the attention 
given the subject of longer-term loans for 
business. The other was a studied effort 
to make the entire convention of more 
interest to the general public. Evidence 
of this were the addresses of such men as 
W. J. Cameron, Dr. Karl T. Compton, and 
Dr. Adam §S. Bennion at the general 
sessions. This was a recognition of the 
point that the American Bankers Association 
has a public relations job that it can do. 

At few conventions of the association 
has more serious thought been given to the 
selection of a second vice-president. Even 
before the first session opened, delegates 
were electioneering for their favorite 
candidates. The results of this closely 
contested election found P. D. Houston, 
chairman of the board of The American 





President Adams, standing, is shown here greeting Jesse Jones, chairman 
of the RFC, at the first general session of the A. B. A. convention. At Mr. 
Jones’ right on the front row is Preston Delano, new Comptroller of the Currency 


National Bank, Nashville, Tennessee, the 
new second vice-president. 


A ‘‘Live’’ 
Lobby Display 

The Central Bank of Oakland, Cali- 
fornia, recently attracted wide publicity 
for its personal loan service through an 
unusual lobby display featuring, of all 
things, turtles. 

Consisting of a glass water tank fur- 
nished with sand, gravel and marine plants, 
the display case contained a number of 
small turtles, each labeled to represent 
some kind of a bill. Each of the small turtles 
had a house of its own, similarly named. 

But it is not the nature of turtles to 
stay in one place and hence they crawled 
out of their houses. When this happened, 
a much larger turtle labeled “Bill Calor. 
tor’ proceeded to chase them about the 























Turtles help to advertise Oakland (Calif.) bank’s personal loan department 


display case. Their only escape was to 
enter the replica of the Central Bank, 
which had been labeled ‘‘Personal Loans,”’ 
and the entrance of which was too small 
to accommodate the pursuing Bill Collector. 

The display attracted wide attention 
from the bank’s customers and won con- 
siderable publicity for the bank from the 
local newspapers. 


School Savings 
Show Decrease 


Effects of the depression were felt by 
school savings during the year ending 
June 30, 1938, according to reports made 
to the savings division of the American 
Bankers Association. A total of $13,825,- 
508 was deposited by 2,753,682 school 
children in 8,483 schools, but of this 
amount only $3,240,460 remained on 
deposit at the end of the year. This was a 
decrease of $1,420,372 or 30 per cent in net 
savings over the previous year. Total 
deposits decreased $433,281 or 3 per cent, 
the total number of participants decreased 
69,564 or 2 per cent, and the number of 
schools participating decreased 551 or 
6 per cent. 

_ W. Espey Albig, secretary of the savings 
division, points out that this parallels the 
experience during the previous depression. 
“Some banks, because of the expense, 
cease to act as depositories,” he explained, 
“and the funds achieved through school 
savings are used to aid the family budget. 
When conditions become more nearly 
normal, the slow accumulation begins 
again.” 

The report shows that the grammar 
schools or high schools in forty-three cities 
or towns had 100 per cent of their enroll- 
a participating in the school savings 
plan. 


Office Manual 
For a Small Bank 


Although office manuals are common in 
large banks, their use in small institutions 
is not general. Yet President Charles J. 
Crary of the Palo Alto (Calif.) National 
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Bank thinks that such manuals, specifically 7 states M. F. Corrigan, vice-president and at 
designating the functions and routine of cashier of the bank. “‘It is interesting to on 
each department of the bank, are fully as note the quizzical expressions on the faces So 
valuable in the small as in the large insti- of those who pass through the doors for his 
tution. Thus in his own bank, although the first time. Instinctively they reach olc 
it has but fourteen officers and employees, out their hands to push open the doors wh 
Mr. Crary has developed a complete and lo, the door goes away from them. ing 
manual of the bank’s methods of operation. On the whole the installation appears to na 
The manual was built up after staff meet the approval of those who use it.” wa 
meetings at which the work of each depart- h 
ment was discussed by all the bank’s : the 
a. It contains eight sections, Planned Promotion of sid 
each of which covers the work of a depart- Mortgage Loans tio 
ment, and oe it represents a pretty The United Savings Bank of Detroit 7 
a a Se oe Res pent ranks first in the State of Michigan in a 
dealing with “Savings” the manual lists ee —o residential —_ a it 
. >. . ara ge : thou it does not operate any branches. . 
- Lae the —— 4 be ——- a This leadership has not come about through a 
on anneeeh spened eatll it is Pron mt aes a = wae Snee _ mi 
; - : : through the door, but rather through an 
als s us y . : : . the 
the pon amg p Rare matheny a’ faciedes intelligently planned program of selling fou 
general instructions for both savings this type of loan to interested parties. a be 
tellers and savings bookkeepers. The same Mt Bn. —— = tenes ane Bogs or yei 
careful and minute detail is worked out for “A Book of Small. Ties * and giving 
other departments such as commercial various types of home plans and construc- 
tellers, interior transit, bookkeeping, safe tion costs ranging from $3.700 to $7,700 F. 
deposit vaults, filing department, the note The booklet also goes into some detail as a. 
pon Baap at the various sub duties to where the prospective home builder can ; 
Prey ee obtain plans and specifications. 7 
nT. oie —— - eee Electric eye is “‘sesame” for bank door Original distribution of this booklet He 
believes that its preparation after full oy a vz, Te 
joint discussions by the entire staff was a door” installed by The First National Bank — exceeded pe sen «ny close to fourteen = 
valuable educational experience, not only of McMinnville, Oregon, may suggest a_ thousand replies being received. ba 
for ~_ bank’s employees but for its officers _ practical innovation for other institutions. Cards with a caption, “Planning a new lar 
aS Wer. aperates a “ a so age gg home oie oe es on used to ye jm 
cnown as the “electric eye, ne doors duce the booklet. They were used as 
Bank Entrance swing open automatically when the ap- envelope stuffers in general correspondence, 
Made Easy a — steps through a ane wee mailed to a selected list consisting 
seam OF light. of the bank’s safety deposit customers. 
Because some banks’ doors are literally ‘**There is no question but what the doors The home loan on was further pro- - 
hard to open, a description of the “magic speed up both entrance and _ exits,” - 


moted by a booth maintained by the bank 
at the annual Builders Show in Detroit, 
a. devoted primarily to the residential con- 
struction field. 

A special form of letterhead has been 
designed for all mortgage department 
correspondence at the bank. This is a four- 
page unit, with the two inner pages devoted 
to a detailed printed explanation of the 
residential loans available. Comparative 
costs connected with obtaining bank plan 
and regular FHA plan mortgages are stated 
fully, with tables for comparison. 

Because of its well-rounded plan of 
selling the residential loan idea, the 
United Savings Bank has been able to 
maintain its loan volume about equivalent 
to that of a year ago despite the depression. 
The bank, during the past six months’ 
period, approved $1,690,000 of residential 
mortgage ieee, the bulk being in FHA ass 
loans on owner-occupied houses in or der 
near Detroit. me 

















9% of the Income... 


Comprising only 2% of the 





country’s area, New England has 





nearly 7% of its population and 
9% of its income. Buying and 


selling billions of dollars’ worth 
Historic Mint " 
To Be Sold COI 


Built at a cost of $400,000 in the boom El 
days of the Comstock Lode, the old mint op! 


of products each year, New Eng- 
land business needs complete 


banking facilities such as are 





provided by this institution. 






THE NATIONAL 


Shawmut Bank 


40 WATER STREET BOSTON 











MEMBER 





FEDERAL DEPOSIT 





INSURANCE CORPORATION 


























For sale— mint in good condition wa 


In writing to advertisers please mention The Burroughs Clearing House 








° ae 
ire 


25 Ooo 


lo! 
joe) 


of 
1e 
LO 


ym 
int 











December, 19383—-THE BURROUGHS CLEARING HOUSE 


at Carson City, Nevada, has been placed 
on the market by the Federal Government. 
So, if anyone wants to own a mint here’s 
his chance to get a pretty good one. The 
old building in the Nevada State Capital, 
which before 1893 turned out coins carry- 
ing the initials “CC,” is built solidly of 
native sandstone and has the massive 
walls and foundations of a fortress. 

Also, whoever comes into possession of 
the building may find that it conceals con- 
siderable wealth. In the days of its opera- 
tions there was so much precious metal 
around Carson City, Virginia City and 
other Nevada camps that gold and silver 
were treated rather carelessly and hence 
it is presumed that the old Carson City 
mint contains many a long-lost and for- 
gotten coin. Indeed, a few years ago a 
miner did pretty well for a time “‘panning”’ 
the earth around the Mint’s doors. He 
found a considerable treasure that had 
been swept out as rubbish fifty and sixty 
years ago. 


F.A.A. Convention 
a Four-Day School 


The 23rd annual convention of the 
Financial Advertisers Association held 
October 31 to November 3 at Fort Worth, 
Texas, was characterized by Retiring 
President William H. Neal as a forum and 
classroom rather than a traditional con- 
vention. It proved to be a four-day school 
largely devoted to a study of new ideas 
and techniques in the development of 
public relations, customer cultivation, new 
business, and related problems. 

Typical of this emphasis was a two- 
hour course in employee training led by 
George O. Everett, new president of the 





STEPHEN H.FIFIELD 


ROBERT J. IZANT 


association. There were two dramatized 
demonstrations showing the discussion 
method of employee training used very 
successfully by Mr. Everett’s bank, in 
contrast to the lecture method. 

Also following this same trend were the 
convention addresses, such as that by 
Elmo Roper, noted surveyor of public 
opinion, who discussed banking research. 

At the annual business meeting, George 
O. Everett, assistant vice-president of the 
First Citizens Bank and Trust Company, 
Utica, New York, was elected president to 
succeed William H. Neal, vice-president 
of the Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina. Mr. 
Everett’s picture appears on page 22. 

Stephen H. Fifield, assistant vice-presi- 
dent, Barnett National Bank, Jackson- 
ville, Florida, was elected first vice- 
president; Robert J. Izant, vice-president, 
Central National Bank, Cleveland, Ohio, 
was named second vice-president; and 
Victor Cullin, assistant secretary, Missis- 
sippi Valley Trust Company, St. Louis, 
Missouri, was chosen third vice-president. 
Fred W. Mathison, assistant vice-president, 
National Security Bank, Chicago, Illinois, 
was re-elected treasurer. 
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Savings Banks Favor 
Personal Loan Service 


Permissive legislation which would en- 
able savings banks to make personal loans 
“of a nature compatible with their princi- 
ples” is to be sought by the Savings Bank 
Association of the State of New York. This 
proposal was affirmed in the form of a 
definite recommendation to the Executive 
Committee, at one of the business sessions 
during the six-day convention cruise on 
board the liner Kungsholm. 

The convention also endorsed in principle 
the proposed co-operative retirement plan 
for officers and employees, and a state- 
wide radio program. 

No final decision was reached on the 
roy of savings bank life insurance. 
At least five of the mutual savings banks 
plan to begin the writing of life insurance 


on January 1, according to reports, but 
most of the association members have not 
announced a decision. 


Kentucky Bankers 
Sponsoring Speech Contest 


An interesting public relations project, 
in the form of a public speaking contest 
open to high whet seniors throughout the 
state, will be conducted by the Kentucky 
Bankers Association. The subject of the 
orations will be ““The Value of the Bank to 
the Community.” 

Contestants will compete in_ school, 
country and group eliminations. The 
finals will be held at Lexington in conjunc- 
tion with the Kentucky Bankers Con- 
ference next year. 

First prize will be $600 in the form 
of a one-year scholarship in any Kentucky 
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college or university. There will also be 
a second prize of $100, third prize 
of $50, and $10 each for the four other 
finalists. 


Bank Modernization 
Continues Apace 


Deserving of special mention for its un- 
usually complete and effective remodeling 
job is the Morris Plan Bank in Knoxville, 
Tennessee. 

Customers stepping into this modernized 
bank were surprised to see the interior 
illuminated almost like daylight, but with- 
out the source of the light being visible. 

What they saw is perhaps the fore- 
runner of an illumination idea that will 
some day be in general use in other banks 
throughout the country. Around the side 
walls, near the ceiling, is a concealed light 
trough. In that trough are two rows of 
red fluorescent tubing, one row of green and 
one row of white tubing. They blend in 
striking the ceiling and walls to make a 
bright but non-glaring light. The smallest 
print can be read with ease, and the 
flowers which were on display in the lobby 
showed their natural colors as clearly as 
in the garden. 

Many other ideas were incorporated in 
the remodeling that are a step ahead. 
One is the “sponge blotter” ceiling which 
absorbs sound like a sponge does water. 
From it are hung two cylindrical fixtures, 
which most customers at first glance think 
are for lighting. Instead, these aluminum 
fixtures called anemostats, without fuss 
or noise of any kind, circulate six air 
changes per hour. The system cools the 
air in summer, heats it in winter, dehumidi- 
fies, filters and circulates it in all seasons. 

Even on the outside of the bank there is 
a new idea. It is not the usual neon sign 
nor the usual direct lighted sign. It is an 
individual bronze letter sign, each letter 
of which is individually and indirectly neon 
lighted. Mounted on studs, the letters 
are held four inches out from the building. 

Another notable modernization feat is 
reported by the Continental National Bank 
in Lincoln, Nebraska. Through their 
rearrangement they were able to add three 
extra cages and to increase the size of the 
officers’ quarters. Contact with customers 
was improved by eliminating the grill 
work between the tellers and bank patrons. 




















Above: Morris Plan Bank 
Below: Continental National Bank 
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Home of the Marquette National Bank at 517 Marquette Avenue, Minneapolis 


Income ADVANCES 


Outlining some of the interesting ideas by which the 
writer's bank promotes its brisk small loan business 


T the Marquette National Bank 
A in Minneapolis, we have come 
to regard the making of monthly 
payment loans to individuals as an 
integral part of our banking business, 
and we are ambitious, therefore, to 
render a complete and helpful service 
to small loan borrowers. Approxi- 
mately ten thousand men and women 
are now making monthly payments 
at our wickets, and we are inclined to 
think that there may be a great many 
more persons who cannot meet our 
present requirements, but whom we 
may finally find a way to serve. 


By 
RALPH W. MANUEL 


President, the Marquette National Bank 
of Mi Pp Mi , Mi 


a 





If the bank officer who reads this 
article were to visit our bank and 
talk with us, he would find, soon after 
his arrival, that some of the ways in 
which we do things, and some of the 
terms we use, are unfamiliar to him. 
Perhaps the first thing he would note 
would be our use of the term “‘Income 


Advance.” It seems to us that this 
term accurately describes the kind of 
loans we are making, and that its use 
in the bank’s advertising helps the 
prospective borrower to .understand 
the nature of the transaction. 

It is true, of course, that good 
character is an indispensable founda- 
tion for any sort of loan, but it does 
not follow, by any means, that the 
possession of good character alone 
makes a man an eligible borrower. We 
all know that these loans are not paid 
out of character; they are paid out of 
income, and only to the extent that 
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Informal portrait of President Manuel at his desk in the bank 


there is adequate available income in 
sight to enable the borrower to meet 
his payments comfortably is a loan 
justified. Moreover, every one thinks 
he has good character, and if a bank 
advertises character loans it is likely 
to be besieged with ineligible appli- 
cants who will frequently feel that 
their characters have been attacked 
when their applications have been 
declined. If, on the other hand, the 
bank advertises income advances, per- 
sons without incomes will seldom 
apply, and if incomes of applicants 
are uncertain or inadequate a skillful 
loan officer will have little difficulty 
in showing them why the advances 
cannot be made. 


LL of our income advances are 

made on a monthly payment basis. 
All of them fall into one of five groups: 
(1) Income advances for modernization 
under FHA Title I, (2) Income ad- 
vances secured by automobiles, (3) 
Income advances secured by collateral, 
(4) Income advances supported by 
co-makers, (5) Unsecured income ad- 
vances without co-makers. 

It will be noticed that, in the first 
four instances, repayment is assured 
by security or co-makers. But they 
are income advances just the same, 
for we do not make them, no matter 
how good the security, unless it 
appears that the borrowers’ incomes 
are reasonably dependable, and are 
sufficient to enable them to meet their 
monthly payments without undue 
effort. 

The fifth group, income advances 
unsecured and without co-makers, is 
probably of the greatest interest to 
bankers because it represents the 
greatest departure from common bank- 
ing practice. We have been experi- 


menting with this type of loan for 
three years and, from the first have 
required each borrower to pay a risk 
premium on his loan. Risk premiums 
have been converted into a Life Insur- 
ance and Loss Reserve Fund. Out 
of this fund we have paid the premiums 
upon the lives of these borrowers to 
the extent of their indebtedness to the 
bank so that, in the event of the death 
of any borrower before payment has 
been completed, the bank receives its 


money promptly from the insurance 
company, and the family and the 
estate of the borrower are free from 
any obligation. The remainder of the 
fund has been available for absorbing 
losses. 

Our usual risk premium has been 
2 per cent, and the writer is inclined 
to think that, over a period of years, 
that might prove to be about the right 
premium. The defaults on these 
notes, however, vary so widely with 
the up and down trends of business 
and employment that it seems impos- 
sible to predict, in advance, what the 
average losses will be over any twelve- 
month period. The only safe way is 
to charge a risk premium that is more 
than enough, but to charge more than 
enough and keep it all is unfair to the 
borrowers and unsound policy for the 
bank. Beginning with the first of 
June this year, therefore, we adopted 
the policy of charging more than 
enough and then, at the end of the 
twelve-month period, rebating to each 
borrower that portion of the risk 
premium which was not in fact re- 
quired to pay his share of the life 
insurance cost and of the net losses. 
We collect a 5 per cent risk premium. 

Let us suppose that the risk pre- 
miums we collect during the calendar 
year beginning with June 1, 1938, 
amount to $25,000; that the recoveries 
on notes previously charged off in this 
department amount to $3,000, making 
an aggregate of $28,000. Let us 
suppose, further, that the life insurance 
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Section of Marquette National’s small loan department where applications are received for ‘‘income advances’’ 


premiums paid during the _ twelve- 
month period amount to $4,000, and 
that the delinquent notes charged off 
during the year amount to $14,000, 
or an aggregate of $18,000. Subtract- 
ing the second aggregate from the 
first leaves a loss saving for the year 
of $10,000, or 40 per cent of the $25,000 
of risk premiums that have been 
collected during the year. 

In that event, on the last day of 
May, 1939, we would credit to the 
account of each borrower whose last 
payment falls due in June, 40 per cent 
of the risk premium that he had paid. 
This credit, of course, would become a 
deduction from the borrower’s last 
payment. While the full 5 per cent 
risk premium is included in the bor- 
rower’s note, he actually pays only 
that part which is required to cover 
his share of the life insurance cost and 
net losses during the life of his loan. 
Moreover, he pays no interest on the 
risk premium, because it is added to 
his note after the interest on his 
advance has been computed. The 
plan really amounts to this; that each 
borrower underwrites his pro rata 
share of the life insurance cost and net 
losses of the group to the limited extent 
of 5 per cent of the amount of his own 
loan. 

At the time this is written we have 
had three months’ experience with 
our risk premium refund plan. During 
that three-month period we have ad- 
vanced approximately $100,000 under 
this plan. We have collected risk 
Premiums of $4,366.33; we have had 
recoveries on old advances of $769.22, 
making an aggregate of $5,135.55. 


We paid $479.68 for life insurance 
premiums, charged off $2,321.70 of 
notes and paid $22.26 attorney’s fees, 
making an aggregate of $2,823.64. 
The difference between this sum and 
the risk premiums and _ recoveries 
amounted to $2,311.91, and represents 
our loss saving for a quarter of a year. 
It is approximately 53 per cent of the 
$4,366.33 risk premiums collected dur- 
ing the period. 


IF our experience during the first 

twelve-month period should be the 
same as during the first three months, 
on the thirty-first of May, 1939, we 
would be crediting to the account of 
each borrower whose advance was 
made in June this year, and whose last 
payment would be due in June next 
year, 53 per cent of the amount of his 
premium. The net cost of his risk 
premium would, therefore, be a little 
less than 2% per cent. Approxi- 
mately one-half of 1 per cent is re- 
quired to pay life insurance premiums, 
of which each borrower derives the 
full benefit just as he would on any 
other life insurance policy. His net 
risk premium, therefore, would have 
been a little less than 2 per cent, which 
corresponds very closely to the average 
of our experience over the period of 
three years. 

It will be noted that the aggregate 
of premiums collected during this 
quarter are substantially less than 
5 per cent of the aggregate of the 
advances made. This is due to the 
fact that the risk premium is computed 
upon the exact amount of money 
actually received by the borrower, 


while the face of the note includes not 
only the amount received by the 
borrower, but the interest and the 
service charge and the risk premiums. 

Every banker recognizes, of course, 
that there are two essential elements 
of cost for which a bank must obtain 
compensation in connection with every 
loan, and three elements in the case 
of an unsecured loan. First, the bank 
must have compensation for the use 
of its funds; second, it must have 
compensation for the trouble and ex- 
pense involved in making and servicing 
the loan; third, in the case of loans 
not adequately secured, it must have 
compensation for the risk involved. 
It is customary to charge a so-called 
interest rate that is high enough to 
cover all these elements of cost. 

In making ordinary commercial 
loans, where the amount of each loan 
is substantial and is payable in a 
single sum, that practice still seems 
quite satisfactory, because the risk in 
such a loan is presumed to be slight, 
and the cost of the service in propor- 
tion to the amount of the loan is 
comparatively small. Since the total 
compensation to the bank in these 
cases is probably 90 per cent interest, 
there seems to be no very serious 
objection to including the slight cost 
of risk and service in the so-called 
interest rate. 

In making these very small advances 
payable in monthly payments, how- 
ever, we are confronted with a very 
different situation. The service in- 
volved in determining the credit 
worthiness of the borrower and, 
perhaps, that of two (See page 26) 
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The Business of 


BEING @ BANKER 


F. L. 


LIPMAN 


Chairman of the Board, Wells Fargo Bank and Union Trust Co., 
San Francisco, California 


A series of observations on the fundamentals of banking 
from the writings and public addresses of F. L. Lipman, 
especially authorized for The Burroughs Clearing House 


Professional Function 


Banking is a business undertaking; it is formed 
to carry on an activity indispensable to economic 
life; it can succeed only as it is prudently managed 
and to the extent that it has satisfied customers. 
Its basic function is to exchange credit for cash and 
cash for credit, instantly, on demand, and so to 
keep the community liquid. 

The banker exists to keep the community liquid; 
he is the guardian of the means of payment. His 
first duty, it is said, is to his depositors, but such a 
statement is not strong enough. Practically his 
entire duty is to protect his depositors, and he must 
keep his funds so employed that he will at any time 
and at all times be ready to meet their utmost 
demand. Any proposed loan or investment must 
be considered with reference to the availability of 
the funds to pay deposits. If the bank remains 
strong and liquid, depositors will have no occasion 
to withdraw funds except in accordance with their 
needs, and, therefore, there will be some minimum 
which the banker may expect will not be drawn out. 
But this minimum is probably much lower than it 
has generally been assumed to be, and above this 
minimum the banker should expect to keep his 
funds available for the depositors immediately upon 
demand. 

The profession of banking involves the applica- 
tion of rules and principles to definite concrete cases, 
and requires the banker, not only to have absorbed 
these principles, but to be acquainted with the 
particular case, that is, with the customer and his 
requirements, much the same as with the doctor, 


who, besides his medical education, must know his 
patient. The banker must also be acquainted with 
the business and problems of his customer’s locality, 
whether it is within the corporate limits of the 
banker’s own town or outside of the town, but within 
the area that the town naturally serves. 


Good Banking 


Sometime ago in one of the Western States there 
was an epidemic of closed banks. This was accounted 
for by the loss in price of the products of the State, 
especially sheep and cattle, and therefore in the 
lands, which became practically unsalable at any 
price. In one of the main towns where there had 
been half a dozen banks, only one was left open. 
But how did it come that this one bank remained 
open? Simply that it had been well managed; it 
had been in the hands of bankers who knew their 
trade and were willing to concentrate their attention 
and efforts on their bank. It is interesting to note 
that one may see in the way they conduct the bank 
right now, a picture of the way they conducted it 
in the past. And this is what we see regarding the 
bank’s present management: 

All the banking business of the town has naturally 
gone to the bank; its deposits have increased largely, 
by perhaps two million dollars or so. Now what are 
they doing with the additional funds arising from 
swollen deposits? Are they using them in their 
business? If they did that, how could they repay 
when someone starts a new bank in the town and 
the new business they now hold is re-distributed to 
other banks as is natural and inevitable? So they 
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hold this two million available for repayment. They 
expect, of course, to retain some part of the new 
business, but they cannot foresee how much, and, 
being bankers, they are going to be ready for their 
depositors in any event. But this does not mean that 
they are not operating along all the lines of proper 
banking. They continue to make loans, but they 
will be good loans, loans for business purposes that 
will shortly be repaid, and are therefore liquid; and 
they continue doubtless to lend on cattle and sheep 
where they can do it safely and they have never 
had any reason to think that that business could not 
be conducted aright. 

Probably they have made some losses during 
depression, but these would not be serious, and they 
would charge them off as part of the day’s work. 
They occasionally had spare funds during prosperity, 
and shared the prevailing opinion that it was advisa- 
ble to keep a portion of their funds in outside invest- 
ments. ‘‘We don’t know much about bonds,” the 
manager subsequently told me, “so we just stuck 
to governments.” What a picture! Simply doing 
the best they could from day to day, taking their 
business very seriously, humble in their opinion of 
themselves, not aiming to cut a figure before others, 
merely doing their job and avoiding what they 
could not understand, a concrete example of wisdom 
and loyalty and honor. 


Loans 


Common gossip seems to picture an applicant 
trying to pry money out of the bank, while the 
banker sits on his money bags and refuses to assist 
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Since entering the note department of Wells Fargo & Co. Bank 55 years ago, Mr. Lipman has progressed 
step by step to his present position as head of a great banking institution 


industry, heedless of the injury to the country’s 
prosperity. There may have been just such cases, 
but fundamentally there is no real difference between 
the applicant and the bank as to their interests and 
final purposes. The bank wants to make the loan 
if it can. When an honest applicant for a loan is 
refused, he will probably go away disappointed, but 
the time may come when he will thank the bank for 
having turned him down. This, indeed, is a common 
experience. It is no kindness to a man to make him 
a bad loan, for if he cannot repay and the bank 
takes a loss, the borrower himself is ruined. The 
interests of the two are in fact the same. Both 
want to make the loan if it is a good loan, but neither 
at bottom wants to make a bad loan. Inevitably 
there are some errors of judgment on both sides, 
but it is the banker who must take the responsibility. 
If he is too sanguine, there may be loss for the bank 
and tragedy and ruin for the borrower. If, on the 
other hand, the banker is too obtuse to see merit in 
a proposition and therefore turns it down, this error 
of judgment tends to be corrected by competition, 
for the applicant may approach other banks where 
the keenness of competition will insure a hearing. 


Analysis of Deposits 


The daily ups and downs of the cash are generally 
uniform enough to be reasonably forecast, and in 
some districts this is also true of the seasonal move- 
ment. Something further may be done to foresee 
certain types of demand by making an analysis of 
the deposit liability. To illustrate: If someone 
carries an average balance at his bank of $1,000, 
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that is presumably sufficient for his needs; as he 
draws checks for his expenses there will be some kind 
of income reaching him which will replace the 
amounts withdrawn. Such a deposit is known as a 
working balance. In the case of some individuals 
and business houses, such working balances are often 
of quite substantial amounts. If some day our $1,000 
man deposits in his account $25,000, it is quite clear 
to the bank that that $25,000 constitutes a different 
kind of deposit liability. It is evidently the first 
step in a transaction merely passing through the 
bank or, at most, represents some sale or repayment, 
and will soon be reinvested or otherwise drawn out. 
In the multiplicity of transactions it would not be 
practicable for the bank to keep track of smaller 
transactions, but it is unquestionably necessary in 
the case of the larger ones. If a business house 
carries an average working balance of $100,000 and 
some day deposits $500,000, the volatility of the 
deposit liability arising from this unusual $500,000 
deposit is altogether greater than would apply to 
working balances. A single isolated case of a large 
deposit would not be likely to be overlooked; indeed, 
any bank would have its eye on this kind of liability, 
especially if the deposit, large for the customer, 
happened also to be large for the particular bank. 

But what is less self-evident is the case where 
many customers may each have deposits of abnormal 
size due to some general economic movement or 
development. The bank sees its total deposits 
mounting up and this might look like an increase 
of business, but instead, be a mere temporary in- 
crease surely to be followed by a reaction downward. 
This position of affairs is to be ascertained by 
deposit analysis. The general condition is what has 
been at the bottom of the plethoric bank deposits 
so often alluded to (and complained of) during years 
of depression. 

So the prudent banker will analyze his deposits, 
provide different percentages of cash reserves for 
different kinds of deposit liability. Including reserve 
legally required, the banker might provide in cash 
and available investments say, 50 per cent for 
ordinary demand deposits, which represents working 
balances for customers, 75 per cent for larger time 
deposits, these being chiefly uninvested funds that 
will inevitably be called for sooner or later, but for 
the highly volatile surplus deposits of the larger 
demand accounts, nothing less than 100 per cent 
reserve. 


New Business 


A new bank aims at attracting deposits through 
the character of the men in charge and by the capital 
structure. An old bank attracts deposits by its 
record and standing. A _bank’s existing line of 
deposits has an inherent tendency to diminish as 
old customers die or meet with other misfortune, 
and also some tendency to increase, as new enter- 
prises are started and new people become a part of 
the neighborhood. 

Now what can a banker do with the purpose of 
encouraging growth in his deposits? Banks adver- 
tise for deposits, they send out active solicitors, and 
sometimes they go rather far in trying to use pres- 
sure to get deposits. Their main reliance, however, 
must be upon the type of management they have, 


the strength and record of the institution, the respect 
for the bank held by its present depositors. 


Continuity of Management 


The banker must maintain an organization of 
human beings who will function so as to carry on 
the activities and policies of the bank, and each 
individual on the staff must be inspired to develop 
himself and make contributions to the welfare of 
the institution and its customers, and so to secure 
for himself a satisfactory career. The banker must 
prepare for the changes inevitably going on in his 
organization, must encourage the members of the 
staff to improve themselves so as to become more 
competent and worthy of greater responsibility; and 
for all the positions in the bank, including top 
management, he must provide understudies, that 
the bank’s standing and policies may not be impaired. 

In a moderate sized bank it is doubtless expensive 
and difficult to provide an understudy for the top 
manager, even if the top manager be fully aware of 
the risk to the institution in being dependent on a 
single life. Sometimes the manager will have a son 
and in a more or less vague way will expect the son 
to succeed him, but does not want the son to run the 
bank until he, himself, is ready to quit. And so his 
plan turns out to be no plan at all, for no one can 
run a bank without befitting experience, and when a 
young man succeeds to his father’s responsibility 
before he learns how to carry on, somebody is likely 
to pay rather heavy tuition bills while he is learning. 

But, whether the problem is difficult or not, it 
must be solved, for one cannot expect that later the 
board of directors will be able to go out and hire a 
banker as one would hire a bookkeeper. 


Banking Profits 


We hear it said from time to time that there is 
no money in old-fashioned banking; a superficial 
heresy which turns some weaker minds and charac- 
ters into speculative and other non-banking courses, 
but there is little truth in such a view. Banking 
principles are necessarily old-fashioned. They have 
been discovered and formulated through centuries 
and constitute a code of procedure based on experi- 
ence and tested both in efficiency to the community 
and in reasonable returns to the capital and labor 
employed. A bank properly managed will prosper 
as its community prospers. 


What the Public Wants 


What is best for banks is best for their customers. 
This comes out even more clearly if we state just 
what it is that the public wants from its banks: 

1. That the banks should be strong and safe. 

2. That bankers should be professionally com- 
petent, for the same reasons that it is desirable that 
doctors, lawyers and school-teachers be competent. 

3. That they should be able to enter with under- 
standing into the problems of their customers and 
of the town itself. 

4. That they should be good citizens of the town, 
having a stake there, and interested in its develop- 
ment and in its ability to make use of all its natural 
advantages. 
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By HENRY D. RALPH, Washington Correspondent 


Closer Supervision 
of National Banks 





Stricter supervision of national banks 
is in prospect as a result of the re- 
organization in the office of the 
Comptroller of the Currency, which is 
now under the direction of Preston 
Delano, newly installed comptroller, 
and his first deputy, Cyril B. Upham. 
No general announcement has been 
made and no revision of regulations is 
scheduled, but the entire national bank 
examining force will be required to 
scrutinize various banking practices 
and conditions more closely. 

Particular stress will be placed on 
the proper ratio of capital and surplus 
to deposits and investments. During 
recent years bank deposits have in- 
creased enormously due to the govern- 
ment’s deficit financing and other 
causes, and while the average ratio of 
capital to deposits, taking the country 
as a whole, is quite satisfactory, many 
individual banks have deposits exceed- 
ing the ratio of eight or ten times 
capital and surplus which supervisory 
authorities consider proper. When 
such instances are discovered by 
national bank examiners the comp- 
troller’s office will ask the bank to 
forego dividends until surplus is in- 
creased or take other steps to improve 
the ratio, such as increasing their 
capital. Since it may be difficult for 
some banks to sell much stock to the 
general public at the present time, this 
policy may mean that banks may 
again have to sell preferred stock and 
capital notes or debentures to the 
Reconstruction Finance Corporation 
in considerable quantities. 

In addition to the problem of capi- 
tal ratios, the reorganized comptroller’s 
office will give particular attention to 
banks which are found to be in a 
weakened condition for one reason or 
another, will frown on the payment of 
unearned dividends, and will give 
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Two important vacancies have been filled in Secretary 
Morgenthau’s staff with these new Treasury appointees 


closer attention to the loan and 
investment policy of certain banks. 
The objective is not only to provide a 
more efficient and impartial examina- 
tion of national banks but also to 
bolster the position of the Federal 
Deposit Insurance Corporation by 
providing the safest possible condi- 
tions for general bank solvency. 


Long-Term Loans 
to Business 





The wider use of term loans as a 
means of extending credit to business 
is being urged upon banks for the 
purposes of increasing their earnings, 
widening their services, and forestall- 


ing legislation to establish a new 
system of intermediate business credit. 
Business loans of extended maturity 
but with provision for substantial 
amortization were specifically ap- 
proved as bank investments in the 
revised regulations issued last summer 
by the Comptroller of the Currency 
with the co-operation and approval of 
other Federal agencies concerned with 
bank supervision. A number of banks 
have experimented with this type of 
loan but the practice has not been 
sufficiently widespread to satisfy those 
interested in the expansion of business 
credit, and in a recent address Leo 
T. Crowley, chairman of the Federal 
Deposit Insurance Corporation, 
strongly urged all bankers to explore 
the possibilities of the term loan. The 
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term loan, he said, not only offers a 
new source of bank income but it is 
to the interest of bankers to go as far 
as possible to meet the legitimate 
demand for long-term credit for small 
business in their communities. In 
explaining the term loan, Mr. Crowley 
said: 

“Remote maturity alone is defi- 
nitely not sufficient reason to rule a 
credit instrument ineligible for invest- 
ment by banks. The fundamental 
consideration in judging debt of what- 
ever term is the ability of the obligor 
to pay interest currently during the 
life of the instrument and to redeem 
the instrument at par. Bankers as a 
general rule have been quite insistent 
about current payment of interest. 
They have, however, entirely neglected 
to insist upon amortization or sinking- 
fund provisions to insure repayment 
of principal. I think it likely that a 
properly written term loan, carrying 
provisions for serial repayment, is 
superior as a bank asset to the con- 
tinually renewed short-term instru- 
ments, the familiar ‘sleeper’ loans, 
with which banks heretofore have 
engaged in capital financing. 

“Being new to most bankers, this 
type of financing should be approached 
carefully in the light of the deposit 
structure and the character of other 
earning assets of each bank. Bankers 
who decide that their institutions can 
properly acquire sound loans of rela- 
tively long maturity should equip 
themselves to properly analyze what 
applications they receive. The Associ- 
ation of Reserve City Bankers has 
prepared a booklet entitled “Term 
Loans for Commercial Banks’ which 
outlines fundamental considerations 
for this type of credit extension and 
which I recommend to the attention 
of each of you who contemplates 
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ELMER F. ANDREWS 


One of the Capitol’s busiest 
officials, Wage-Hour Adminis- 
trator Andrews, leaving the White 
House after reporting progress to 
President Roosevelt 


investigating the possibilities of the 
field. 

“It should not be necessary to reiter- 
ate that soundness must be the ulti- 
mate criterion in passing upon loans 
of this type, just as upon any other 
bank asset, and that profitability 
must be measured from the long range 
point of view, in terms of income 
losses that may occur.” 

The study recently made by the 
Association of Reserve City Bankers 
to which Mr. Crowley referred states 
that in spite of the long accepted 
theory that commercial banks should 


make only short-term advances to 
business, most banks have for many 
years provided working capital for 
fairly long periods by making short- 
term loans and renewing them any 
number of times. The study makes a 
distinction between permanent invest- 
ment capital for business, which banks 
are not in a position to provide, and 
intermediate term working capital, 
which can be provided through the 
medium of a term loan. It cautions 
banks against entrance into the capital 
field on too large a scale, and declares 
that each bank must decide for itself 
how much of this type of capital it 
may supply. 

The response of bankers to this 
suggestion will be watched closely by 
Federal officials and members of Con- 
gress, since there is still a strong 
demand from smaller business enter- 
prises and others for new Federal 
legislation to provide more capital for 
business concerns which do not have 
ready access to the public securities 
market. 


Auto Financing 
Decrees Affect Banks 





Banks which handle automobile 
finance paper, particularly that of the 
smaller financing companies, should 
benefit by the consent decrees entered 
into by the Department of Justice and 
the Ford Motor Company and Uni- 
versal Credit Company and its affili- 
ates, and the Chrysler Corporation 
and the Commercial Credit Company 
and its affiliates. The department 
charged that major automobile com- 
panies, each working through a par- 
ticular finance company, used various 
coercive practices to prevent their 





















This newly prepared table is based on the daily yields of all outstanding long-term Treasury bonds not due or callable for twelve 
years or more. The new averages replace those previously used which were based upon medium-term Treasury obligations, which in the 
past four years have brought a comparatively lower yield. Even with the exclusion of medium-term bonds, note the substantial decline 
in long-term interest rates from 1926 to date. 
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dealers from using the facilities of 
independent automobile financing com- 
panies, with the result that three- 
quarters of all the automobile financ- 
ing in the United States has been 
handled by three large finance com- 
panies which restrained the competi- 
tion of about 375 independent finance 
companies. The consent decrees are 
said by the department to give an 
equal opportunity to all competitors 
and at the same time prevent imposi- 
tions on the public in the form of 
exorbitant rates and harsh collection 
methods. 

Of particular interest to bankers 
handling the finance paper are the 
provisions in the decrees that no wage 
assignments on cars of less than $1,000 
for non-commercial use will be ac- 
cepted, and wages or salaries cannot 
be garnisheed under such conditions, 
thus preventing undue hardship on 
the low income buyers who are induced 
to purchase beyond their means. 
Deficiency judgments will not be taken 
in the case of any retail purchaser for 
private use who has paid 50 per cent 
of the price. No higher rate of 
interest will be charged for extending 
the time or for rewriting than as 
provided in the original contract. No 
greater rate than 5 per cent will be 
charged on delinquent installments. 
The finance company will not accept 
from any dealer the assignment of any 
chattel mortgage on property other 
than the car itself. The Department 
of Justice asserts that these provisions 
go far to protect the improvident per- 
son of low income, that they remove 
the severest of the financial hardships 
hitherto incident upon a _ necessarily 
aggressive sales policy, and that they 
are most important if the installment 
buying system is to continue as a part 
of our economy. 

Greatest public interest centers in 
the part of the decree in which the 
companies agree to restrict their 
advertising policies. The automobile 
manufacturing companies agree that 
in their advertising of time payment 
car purchases they will not designate 
any companies as preferred, and if 
they mention the name of any financ- 
ing company they will also mention 
the names of other financing concerns 
who will furnish services which con- 
form to the plan of financing considered 
inost efficient in distributing the maxi- 
mum number of automobiles. In 
other words, the advertising money of 
these corporations will not be spent to 
advanee the particular interest of the 
finance companies to which they are 
attached, but it will be used only to 
sell to the public the plan of financing. 
The Department of Justice declares 
that the advertising heretofore carried 
on by these companies has been a 
potent factor in hampering the com- 
petition of smaller companies, but that 
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ERNEST J. HOWE 


SEC officials who are preparing a report on life insur- 
ance companies to the Monopoly Study Committee 


the new plan of advertising should 
promote as economic a system of 
finance in the nation-wide marketing 
of automobiles as is possible. 


New Government 
Appointments 





Two important vacancies in the 
staff of the Treasury Department 
have recently been filled. President 
Roosevelt has appointed John W. 
Hanes as Undersecretary of the Treas- 
ury, the position left vacant by the 
resignation of Roswell Magill last 
summer. Mr. Hanes had been serving 
as Assistant Secretary, and had a 
particular interest in the reorganiza- 
tion of the Comptroller’s office. He 
formerly was a member of the Securi- 
ties Exchange Commission, and is a 
brother of Robert M. Hanes, first vice- 
president of the American Bankers 
Association and president of the 
Wachovia Bank & Trust Company at 
Winston-Salem, North Carolina. 

Secretary Morgenthau has _ an- 
nounced the appointment of Eugene 
S. Duffield as Special Assistant to the 
Secretary, succeeding Cyril B. Upham 
who resigned October 1 to become 
First Deputy Comptroller of the 
Currency. Since 1935 Mr. Duffield 
has been on the Washington staff of 
the Wall Street Journal, and he 
previously had covered the Washing- 
ton scene for the Chicago Tribune and 
the United States Daily. 

The Securities Exchange Commis- 
sion has named two officials to the 
Monopoly Study Division. Gerhard 
Gesell, who served as the commission’s 


chief counsel in the investigation of 
the Richard Whitney case, has been 
appointed chief attorney for the in- 
vestigation of insurance companies. 
Ernest J. Howe has been named chief 
financial advisor. Material is now 
being prepared for presentation to the 
Monopoly Study Committee in Janu- 
ary. Questionnaires designed to dis- 
close the corporate set-up of the com- 
panies were sent to 406 life insurance 
firms, and with a few exceptions which 
have been given an_ extension of 
time, all have returned the information 
requested. 


Lambert Large Scale 
Housing Plan 





A new plan to attract investment 
capital to the large scale housing field 
has been developed in the Federal 
Housing Administration and is being 
studied by President Roosevelt and 
other government officials. It is a 
plan to provide urban rental housing 
for persons of low income by eliminat- 
ing all financing costs and speculative 
profit and providing only for a modest 
return on investment capital. The 
idea was originated by Gerard B. 
Lambert, a former business man serv- 
ing as special advisor to the Adminis- 
trator of the FHA. To test the 
practicability of his idea, Mr. Lambert 
built a $30,000 project with his own 
money in Princeton, N. J., which is 
just being completed and in which ten 
apartment-type dwellings will rent 
for the extremely low figure of $6.25 
per room but will return him 4 per 
cent on his investment (See page 32) 
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ITH the current importance of 
W\ customer relations has come 

recognition of the value of well 
written, clearly expressed letters. 

The following excerpt was taken 
from a letter written —not fifty years 
ago but just last month—by an 
executive of a nationally known con- 
cern: 
“herewith find 
signature... 

We trust same will be found in good 
order. When these forms have been 
signed return same to this office. 

Thanking you for the tender of this 
business, we are...” 

I know it sounds like the early 90’s. 
It gave the vice-president of my bank 
such a jolt that he has taken to seeing 
‘arbons on all letters on important 
business. And while he finds his bank 
doesn’t ask that “same be returned” 
nor his officers thank any of their 
customers for “the tender of their 
business,” he doesn’t find himself any 


enclosed forms for 
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Lerrers for Matlng 
to Bank Customers 


Twelve useful examples of the fine art 
of writing letters which emphasize the 
customer’s interests—not the writer’s 


By 


LOUISE B. 


MOYER 


Director of Publicity and New Business of The Plainfield Trust Company 


and 


MARJORIE SCHOEFFEL DAVIS 


Formerly Assistant Secretary and Assistant Treasurer, 
The Plainfield Trust Company, Plainfield, New Jersey 


too proud of some of the letters that 
go out. 

There are only three ways in which 
you, as a bank officer, can contact 
your customers personally: 

1. By talking to them when they 


can see the smile on your face and 
know that your attitude is friendly. 

2. By talking to them on the tele- 
phone when they can sense the smile 
in your voice. Your inflection is a 
good indication of whether the 





Letter #1 


service. 


Dear Mr. 





live. 


information as a newcomer. 





Officers. 








This letter extends a friendly welcome to the stranger 
and emphasizes the bank's desire to be of helpful 


The Officers of our bank are glad to welcome you to 


and nope that you will find our city a pleasant place in which to 


You will always find us interested in assisting you whether 


you are ready to make a local banking connection or merely seek 


Our knowledge of local conditions may be helpful and is at 
your disposal at uny time. Also, our experience of more than 
years in sound, constructive banking enables us to 
offer you complete financial service for every need. 

I hope you will come in some time soon and give me the pleas- 
ure of meeting you personally. If I am not in my office when you 


call, this letter will serve as an introduction to any one of our 


Cordially yours, 


President 


N.3. It is recommended that a Statement of Condition of your bank 
be enclosed. 





Letter #5 


TO SOLICIT SAFE DEPOSIT BOX RENTALS 





profits. 


Dear Xr. 





An effective letter that can be used to promote a 
special facility of the bank where volume means 


Did you ever lose or misplace an important paper? Are yours 
safe in our Sefe Deposit Vault today, from fire, theft and loss? 
One lost paper may cause you endless trouble and expense. 

The following are only se few vossessions that always should 


have the protection of a sate deposit box: 


Insurance Policies 

Deed to your House 

Bill of Sale to your Car 
Important Letters 

Keepsakes that cannot be replaced 


Stocks or bonds 


For only forty-two cents a month you can rent a box in our 
Vault that will hold all of the above with room to spare. 

Keep this letter to remind you to bring all of your valuable 
papers and securities to the bank. You will find our Vault De- 


partment planned for your convenience, protection and privacy. 


Cordially yours, 


President 
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customer’s interests are also yours, 
commanding your entire attention. 

3. By talking to them on paper, 
when they can’t tell one thing about 
your attitude, except what you put 
into your letters. 

Always remember that your reader 
is not interested at all in what you 
think of your service. He is only 
interested in what it can do for him. 

When you write a letter, think what 
the one who receives it wants to know. 
As one writer says, “put yourself in 
your reader’s place, think how he will 
feel when he receives it, not how you 
feel when you write it. Forget the I, 
me, my, mine, we and ours and substi- 
tute You and Yours!” 

The following letters listed below 
help to illustrate this principle: 

1. To Welcome New Residents. 


2. To Follow Up New Residents. 
3. To Acknowledge New Accounts. 
4. To Revive Closed Accounts. 


qo 
. 


To Solicit Safe Deposit Box 
Rentals. 

6. To 
plaints. 
7. To Enlist Support of Stock- 
holders and Directors. 

8. To Win Good Will of Lawyers. 

9. To Obtain New Trust Business. 

10. To Sell Trust Function to 
Women. 

11. To Follow Up Final Installment 
Loan Payment. 

12. To Extend Christmas Greeting 
and Year End Greeting. 

Four examples of these letters are 
reproduced in the illustrations below. 


Answer Customer Com- 


The other eight examples are as 
follows: 


Letter No. 2 


TO FOLLOW UP NEW 
RESIDENTS 


This letter affords an opportunity 
to present your bank’s services more 
specifically than in letter No. 1. The 
family has had time to feel the neces- 
sity for a banking connection. 


When you first came to........ we 
wrote you a letter inviting you to call 
and get acquainted with our officers 
and we wish to remind you that when 
you are ready to make a local banking 
connection we hope you will give us the 
privilege of serving you and your 
family. 

Whatever you need —a Checking or 
Savings Account, a Safe Deposit Box, 
a Loan or Trust Service —you will find 
every department thoroughly equipped 
to render you competent and courteous 
service based upon careful considera- 
tion of your individual requirements. 

Looking forward to greeting you 
personally in the near future, I am 

Cordially yours, 
President 
Letter No. 3 


TO ACKNOWLEDGE NEW 
ACCOUNTS 


Acknowledgment of the opening of 
an account by a senior officer is a 
compliment appreciated by the ma- 
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jority of your new depositors, and 
may lead to the consideration of other 
services. 


gee 

I want to express our appreciation 
of the account which you have just 
opened with us and to assure you that 
we shall give our prompt and careful 
attention to any business which you 
may entrust to us. 

We are glad to welcome you as one 
of our depositors and want to make 
your connection with our bank one of 
real benefit to you. 

I hope you will always feel free to 
call upon me, or any of our officers, 
whenever we may be of assistance 
to you. 

Cordially yours, 


President 
Letter No. 4 
TO REVIVE CLOSED ACCOUNTS 


This letter is intended to go to those 
who close their accounts without 
apparent reason. Where a definite 
reason is given or discovered, a special 
letter should be sent. Every closed 
account should receive such recogni- 
tion. 


c's © ee @.8.2 8 e 0:4 


I am sorry to learn that you have 
closed your account and I want to 
assure you that we are reluctant to 
remove your name from our books. 

The fact that you have withdrawn 
your entire balance leads me not only 
to express my sincere regret, (See page 26) 





Letter #7 


solicitation. 


Dear Mr. 


growth. 





In the case of Directors, this letter may well pave the 
way for a few minutes frank discussion at a Board Meet- 
ing. In either case it can be followed up by personal 


As a stockholder of our Company you are vitally interested 


in its success and you can do much to further its progress and 


I am sure that you will agree with me that no amount of adver- 


tising can offset the detrimental effect of the lack of confidence 





Letter #9 


Dear Mr. 


TO OBTAIN NEW TRUST BUSINESS 
Personal solicitation is essential, of course, but 


this letter is intended to precede and facilitate 
a call from a trust man. 


As the head of a family you have undoubtedly given a good 
deal of thought to your plans for the protection of your wife and 
children when you can no longer look after them in person. 


To leave them money is not enough. Today, as never before, 








.experienced management and group judgment are absolutely necessary 
expressed when a stockholder fails to name his bank as his Executor 


in the care of property. 
cr Co-Executor, or in some other trust capacity. 


Increasing tax legislation and complex investment problems 
How can we expect the public to make use of our Trust Services 


: demand an executor trained in estate settlement if losses are to 
if our own stockholders do not show sufficient confidence in their 


be avoided. When you appoint this Company your Executor you give 
bank to entrust their affairs to our care? 


your family this protection. ‘ 
It is because [I believe that our Trust Department can offer ¥ 





We believe that a brief hour of your time, spent in a discus- 
your family interested and experienced service plus complete protec- 


sion of the most economical and effective way of carrying out your 
tion that I urge you to name us your Executor and Trustee. 


estate plans, will be decidedly profitable to both you and your 
I hope you will give serious thought to this duty which is so . 


‘ family. 
important both to your family and to your Comipany. 


May we look forward to cooperating with you and your lawyer 
Faithfully yours, 
in conserving your interests? 
President Very truly yours, 


N.B. Substitute the word Director for Stockholder in first three 
paragraphs when mailing to Directors. 


Trust Officer 


























The village smith buzzed his 
drill through the lock of box 60 


IRECTOR CLUTCHBILL bent 
D forward gently with perched 
spectacles and examined the 
small mute door of deposit box No. 60 
in the vault of the Ferndale National. 
“Hm-m! Probably empty! Proba- 
bly been empty for thirty years!” 

“We'll have to drill her open at last. 
I knew it would come.” Cashier John 
Atwood spoke from his position of 
quarterback slightly abaft Mr. Clutch- 
bill’s starboard beam. 

‘““Yeah, he must have lost the keys 
years ago. Let me see that paper 
again.” 

John held it absently out. 

“Eh, heh, let’s see.” Mr. Clutchbill 
reseated his glasses. ‘“‘Heh, dated 
June 21, 1908, and that’s his writing: 
David Campbell McKay. He never 
deputized anyone to enter the box. 
Well, I may as well go into the meeting 
and report the details. 

“We've got to drill her open,” 
announced Mr. Clutchbill as he entered 
the directors’ room. 

“Of course!’ snorted Mr. Spearhawk 
revolving one limp hand hanging over 
a knee. “Ought to have busted in 
twenty-five years ago when he quit 
paying the box rent. Yuh won’t find 
a peanut shuck in the box. He was 
almost on the town after his remit- 
tances stopped from the old country 
and left him stranded here.” 

“Brr-rh! I wouldn’t be too certain, 
Mr. Spearhawk,” bristled Director 
MeTavish. “Scotch people are firm 
in the notion of keeping a _ back-log 
somewhere.” 

“Think of it!’ scolded Mr. Spear- 
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Director 
LUTCHBILL 


Opens a 
Deposit box 





... And thereby uncovers a secret that lay 
hidden sphinx-like for thirty years in the 
mute vault of the Ferndale National Bank 


By 
FRED COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


Illustrated by Harold Flucke 


hawk. 
twenty-five years; $250 he owed us 
for rent.” 

“Eh-h, no _ heirs, 
grunted President Perkins. 


“Ten dollars a year for 


I understand,” 
“Distinctly no heirs,” repeated Mr. 
McTavish. “He often told me he 
was the last of his family. He’d 
turned ninety-one before angina cut 
him down last week.” 

“As a matter of form, I make a 
motion that Mr. Clutchbill and Mr. 
McTavish and some notary stand 
over the box when it’s busted open,” 
proffered Mr. Spearhawk. 

The motion was carried and the 
meeting broke up leaving Mr. Clutch- 
bill and Mr. McTavish sitting, looking 
at each other, each slightly suspicious 
a mystery might be hiding in No. 60. 

“IT doubt if there’s any money,” 
muttered Mr. Clutchbill. ““Old McKay 
was the kind that paid till the remit- 
tances stopped.” 

“More likely some keepsakes,” sug- 


gested Mr. McTavish. “I sort of 
dread the job.” 

“TI know,” nodded Mr. Clutchbill. 
“If something unusual shows up it’ll 
be a bit of a problem. We’d better 
be cautious in picking a notary.” 

““May as well get old Hank Mopp.” 

“Yeah, he’ll do. Guess I’ll go get 
him and the blacksmith. Might’s 
well get it over.” 


ME: Clutchbill went out only to re- 

turn in a half hour followed by a 
small man with an electric drill. Back 
of him came Hank Mopp with his white 
mustache and an iron seal the size of 
a small anchor. 

Picking up Mr. McTavish the cara- 
van filed solemnly into the vault 
where the village smith made his 
connection and buzzed his drill through 
the lock of box sixty. Shortly the 
door of sixty was freed and plucked 
out. The smith was paid and retired. 
For his part, Mr. Mopp, peering over 
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his mustache through thick lenses, 
drew up a paper stating what had 
been done and sealed it. He received 
his fee and with measured tread left 
the bank. 

Mr. McTavish then squatted gently, 
thrust forth a bent finger, hooked it 
around the wire ring on the end of 
the black box within and drew it 
half out. 

“Hm-m! By George! The thing 
feels heavy!’ broke out Mr. McTavish 
as he slid the box free. 

“Heh? What! Heavy!” Mr. Clutch- 
bill lifted it. “‘My goodness, McTavish, 


hed 


it is! 


"THE two men pressed earnestly into 

the secrecy of the directors’ room 
where the box was laid in state in the 
center of the great table. 

“Perhaps you better open it,” 
nodded Mr. McTavish as both men 
hung poised over the object. 

Mr. Clutchbill swung up the cover. 
For perhaps a full minute they stared 
without a word. 

“Well! Eh, well... !’ began Mr. 
Clutchbill. 

Mr. McTavish reached in gingerly 
and lifted out a pair of ancient richly- 
engraved duelling pistols, then a small 
cabinet photograph of a young woman. 
But the main object remained. Both 
men stared at it in silence. 

“It’s some kind of an idol, ain’t it?” 
broke out Mr. Clutchbill at last. 

“TI don’t know,” admitted Mr. 
MeTavish, lifting the object out onto 
the table. 

“Silver, if I’m any judge, and green 
glass eyes.” 

“It’s a sphinx, a miniature of the 
famous sphinx in Egypt. Old McKay 
must have picked it up in his travels.” 

“Confound it! But why would he 
put such a thing in this box?” 

“Mm-m! It is said the sphinx in 
Egypt holds the secret of the world. 
Maybe there’s a little mystery here.” 
Mr. McTavish picked up the sphinx. 


“It feels as solid as an anvil. But is 
it? Not a hinge or latch.” 
“Well,” grunted Mr. Clutchbill, 


“TI never saw anything like it before. 
Ever see one like it in the old country?” 

“Eh, no,” reflected Mr. McTavish. 
“lve seen humans in Scotland I 
judged to be sphinxes, but no material 
ones.” 

“And them pistols.”” Mr. Clutchbill 
turned one of them over. “‘Wonderful 
carving on that barrel.” 

“T...eh...I think I understand 
about them. It may be why old 
MeKay left Scotland. There is this 
photograph of a young woman. A 


‘“‘Lad-e-e-s and gent-e-el-men!”’ 
howled Oscar excitedly .. . ‘‘A little 
silver sphinx from the tomb of a 
Pharaoh! Who’ll start her at $100?’’ 


duel between rivals, eh? Perhaps one 
man was killed.”’ 

Mr. McTavish and Mr. Clutchbill 
regarded each other silently a moment. 
Mr. Clutchbill nodded. “That was 
probably it! But the sphinx.” 

“There’s something beyond me 
there.” Mr. McTavish sat down 
slowly and studied the green eyes and 
sealed lips of the odd silver miniature. 
“Many a man dies with a secret on 
his heart, Mr. Clutchbill.”’ 

“Naturally! Eh, you know,” said 
Mr. Clutchbill, slowly lifting the little 
silver sphinx again, “‘I can’t make up 
my mind if it’s solid or not. One time 
I think it is and the next time I think 
it ain’t.” 

**T should say solid, and has only art 
value. Probably no one around here 
would know its worth.” 

“Oh, I don’t know. There’s some 
sly birds amongst the city people that 
come for twenty-five miles to one of 
Oscar Simpson’s Saturday afternoon 
auctions. They think nothing of 
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paying $100 for an old hunk of furni- 
ture.” 

“That’s so! That’s a 
Let’s put it up at auction.” 

Oscar Simpson’s auction parlors 
hummed like a beehive on Saturday 
afternoons. The levees were held in 
Oscar’s barn-like store on Main Street. 
A speculative tingle had fastened on 
the Saturday auctions after stray 
pieces of Sandwich glass and other 
ancient objects had been knocked 
down to lucky bidders who later 
realized 1,000 per cent. When, there- 
fore, Mr. Clutchbill handed Oscar 
the silver sphinx just before the open- 
ing one Saturday afternoon, the auc- 
tioneer beamed. 

“Probably genuine Egyptian. May 
be from the tomb of a Pharaoh,” 
whispered Mr. Clutchbill. 

“It’s a pippin!”’ breathed Oscar 
hoarsely. ‘Ought to fetch out a real 


thought! 


cat fight, and I’ve got the best turnout 
of city folks I’ve had all year.” 


(See page 30) 


“Now don’t give it 
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By JAMES 


New Alberta 
Credit Scheme 


Credit houses as branches of the 
Provincial Treasury Department are 
the latest financial development in 
Social Credit Alberta, which saw the 
opening of five credit houses on 
October 1 and more later that month. 
The credit houses have been estab- 
lished ‘‘as a measure to increase pur- 
chasing power and encourage the 
manufacture of Alberta-made goods.” 

Ever since Premier William Aber- 
hardt and his Social Credit party came 
into power in Alberta in 1935, on a 
promise of a monthly $25 dividend to 
nearly every Albertan, attempts have 
been made by the government to 
make good the party election promise. 
Various schemes have been tried, 
including prosperity certificates and 
high surtaxés on commercial banks, 
but so far the schemes have ended up 
in law courts with some ruled uncon- 
slitutional. The credit house plan 
now in operation is the latest attempt, 
and back of it is thought to be the 
foundation of a Provincial Government 
commercial banking scheme based on 
credits. In some circles it is believed 
that the credit house system will 
enable the government later on to 
start giving monthly dividends, if not 
of $25, perhaps of $5 or $10. 

Outwardly the credit houses function 
on banking lines. The public makes 
deposits of $1 or more in legal tender 
or “hard money” to open an account. 
The depositor is given a pass book 
with his deposit listed and transfer 
vouchers which function like checks 
but have additional listings to the 
ordinary check. Deposits may be 
established in current accounts from 
which withdrawals may be made or 
credits transferred from one account 
to another, or in term accounts where 
withdrawals cannot be made _ until 
after a specified period. 

The transfer vouchers are of two 
kinds, certified for a definite amount 
like a marked check or _ traveller’s 
check, and uncertified vouchers. The 
depositor uses these vouchers when 
making purchases in Alberta stores, 
and the merchant in turn brings the 
voucher to the credit house where the 
amount is transferred from the pur- 
chaser’s account to the merchant’s. 
The voucher contains information as 
to how much of the purchase was for 
Alberta-made goods. The vouchers 
are checked monthly and the depositor 
credited with a 3 per cent bonus on 








DEAN G. MARBLE 


Mr. Marble has been appointed 
secretary of the Bank of Canada 
(see biographical sketch on page 36) 


three times the value of Alberta-made 
goods purchased. 

A depositor can withdraw in cash an 
amount equal to his cash deposits, 
and can withdraw his bonus in cash 
less a 2 per cent penalty. Merchants 
can withdraw in cash from their 
account at the credit house a sum equal 
to the replacement value of the goods 
sold, and any balance less a 2 per cent 
penalty. Merchants can withdraw 
in cash any cash deposits without 
penalty. 

The credit house scheme is purely 
voluntary on the part of the public 
and the merchants. It is not meant, 





MONTAGNES 


according to Alberta Government 
spokesmen, to supplant commercial! 
banking. The credit houses will not 
lend money at present. The scheme 
requires the co-operation of retailers, 
wholesalers and manufacturers. With- 
out such co-operation depositors would 
be unable to make use of their transfer 
vouchers. A number of retail mer- 
chants throughout the province have 
signed contracts with the credit houses 
for co-operation, but at this writing it 
is too early to find out how far the 
wholesalers and manufacturers will go 
along with the scheme. Many mer- 
chants, according to press reports, are 
dubious about signing contracts since 
there is nothing contained in them as 
to what the credit houses can charge 
for services. 

In conjunction with the credit house 
development the Alberta Government 
and Alberta municipalities are launch- 
ing a road building campaign, with 
payments to the workers and contrac- 
tors to be made in credits at the credit 
houses. Laborers will be paid $3 a 
day, $2 being applied to back taxes, 
and $1 being placed to their credit in 
the Treasury Department credit houses. 
Civil servants and members of the 
Provincial Legislature are expected to 
receive part of their pay in credits. 

Reaction among Canadian banks is 
that the credit houses are not likely to 
stay in existence very long. Banks 
report that the credit houses are han- 
dling many small amount transfer 
vouchers, and are receiving as deposi- 
tors people who ordinarily do not deal 
with banks. They report that during 
the first month there was no great 
enthusiasm shown for the (See page 36) 


Map showing location of Royal Bank of Canada branches 
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BANKERS AT HOUSTON 


From left to right we see A. B. A. Secretary Richard W. Hill pinning President’s badge on Philip A. Benson, 


First Vice-president’s badge on Robert M. Hanes and Second Vice-president’s badge on P. D 


EDICATING his administration to the serving of 

American banking and to interpreting banking to 

the American public, Philip A. Benson assumed the 

presidency of the American Bankers Association at inaugu- 
ral ceremonies in Houston, Texas, on November 17. 

In carrying out his program, President Benson will be 
supported by incoming First Vice-president Robert M. 
Hanes, president of Wachovia Bank & Trust Company, 
Winston-Salem, North Carolina, and by Second Vice- 
president P. D. Houston, chairman of the board, The 
American National Bank, Nashville, Tennessee. 

Executive Manager Harold Stonier opened the inaugu- 
ral meeting by presenting former presidents of the associ- 
ation to assembled members. He then paid tribute to the 
service that had been given during the past year by retiring 


- Houston 


President Orval W. Adams. The badges of office of incom- 
ing officers were pinned on by Secretary Richard W. Hill. 
At the assembly, new divisional officers were also 
presented. They were: President H. E. Cook, National 
Bank Division, president of Ohio Bankers Association 
and president, Second National Bank, Bucyrus, Ohio. 
President P. R. Williams, Savings Division, vice-president, 
Bank of America N. T. & S. A., Los Angeles, Cali- 
fornia. President H. W. Koeneke, State Bank Divi- 
sion, president, The Security Bank of Ponca City, Ponca 
City, Oklahoma. President Samuel G. Waugh, Trust 
Division, executive vice-president and trust officer, 
The First Trust Company, Lincoln, Nebraska. President 
C. W. Beerbower, State Secretaries Section, secretary, 
Virginia Bankers Association, Roanoke, Virginia. 


Witnessing the inaugural ceremony just prior to the grand ball which officially concluded the 64th annual A. B. A. convention 
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HARRY E. SMALL... The Morris Plan Bankers Association in its convention at White 
Sulphur Springs, West Virginia, October 10-12, elected Harry E. Small president of the association 
for the coming year. He succeeds Ralph W. Pitman, who has been president of the association 
for the past three years. Mr. Small is vice-president and secretary of the Morris Plan Bank of 
Cleveland. Other officers elected were L. D. Lacy of Oklahoma City, first vice-president; and 
Horace D. McCowan of Worcester, Mass., second vice-president. 


























































KEEHN W. BERRY ... At the age of forty-three, Mr. Berry was recently elected president 
of the Whitney National Bank of New Orleans, largest bank in the South. He succeeds the late 
J. D. O’Keefe. Mr. Berry had previously been executive vice-president of the bank since January, 
1937. He éame to New Orleans from the First National Bank of Birmingham, with which he 
had been affiliated for seventeen years, and where he had served as executive vice-president 
since 1930. Mr. Berry is also vice-president of the Reserve City Bankers Association. 


MISS MILDRED ROBERTS. . . Members of the Associ- 
ation of Bank Women, convening at Houston November 14-17, 
elected Miss Roberts president for the ensuing year. She suc- 
ceeds Miss Anne Houstoun Sadler, who has been president of the 
association for the past two years. Miss Roberts is assistant 
cashier, specializing in trust work, at the Citizens National 
Trust & Savings Bank of Los Angeles. 


GURNEY P. HOOD... Mr. Hood, Banking Commissioner 
of North Carolina, was elected president of the National Associ- 
ation of Supervisors of State Banks at the final session of the 
association’s 37th annual convention, held November 10-12 at 
Hot Springs, Arkansas. Other new officers are: first vice- 
president, D. W. Bates, Superintendent of Banks of Iowa; second 
vice-president, John D. Hospelhorn, Deputy Bank Commis- 
sioner of Maryland; third vice-president, Rulon F. Starley, Bank 
Commissioner of Utah; and secretary-treasurer, R. N. Sims 
of Louisiana. 


HARRY E. SMALL 





E. G. ARMSTRONG... Mr. Armstrong is the new president 
of the National Association of Bank Auditors and Comptrollers, 
having been elected at the annual convention held November 
14-16 at Houston. He is comptroller of the Commerce Trust 
Company, Kansas City, Missouri, with which he became con- 
nected in 1923. He began his banking career with the New 
England National Bank of Kansas City, in 1910, as a messenger. 


CLARENCE T. RICE... Wide experience in building and 
loan organization work qualifies Mr. Rice for the office of presi- 
dent of the United States Building and Loan League, to which 
he was elected at the annual convention held in Chicago 
November 16-18. Mr. Rice is president of the Anchor Building, 
Savings and Loan Association of Kansas City, Kansas, and is a 
director of the Federal Home Loan Bank of Topeka, Kansas. 


GEORGE O. EVERETT... Mr. Everett, assistant vice- 
president of the First Citizens Bank and Trust Company, Utica, 
New York, is the newly elected president of the Financial Adver- 
tisers Association. A graduate of the Wharton School of Finance, 
University of Pennsylvania, he was for a time connected with 
national advertising agencies in New York City where he special- 
ized in bank advertising. He has been with the First Citizens 
Bank and Trust Company since 1931, and several of his adver- 
tisements have been selected as best for the month in which 
they appeared. 


KEEHN W. BERRY 
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Legal force of oral agreement upheld ...Can banks take over 
endorser’s property held in trust?... Forged endorsement by 
attorney as agent... Bank’s liability as landlord for injury 


Oral Agreement on Note 


A bank may find itself unable to 
collect on a note if the borrower can 
convince the court that an oral agree- 
ment of settlement was entered into 
for the cancellation of the note, accord- 
ing to a recent California decision. 

A borrower who had defaulted on a 
note entered into negotiations with the 
lender. At the subsequent suit on the 
note it was alleged that the negoti- 
ations led to an oral agreement of 
settlement under the terms of which 
certain real estate and collateral be- 
longing to the borrower were to be 
transferred to the lender, and the 
lender was to surrender to the borrower 
certain security held by the lender. 
This oral agreement was reduced to 
writing and signed by the borrower 
but not by the lender. 

When the lender later sued on the 
note, the borrower was able to con- 
vince the court that the so-called oral 
agreement was to take the place of the 
note. Discussing the force of the oral 
agreement the court said: 

“Where the minds of the parties 
have met respecting the terms and 
conditions of a more formal writing 
that is to be executed by them, and 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


the agreed terms of the contract there- 
after to be executed are certain and in 
all respects definitely understood and 
agreed upon in advance, either orally 
or by informal writing, there is in 
such case an obligatory contract dat- 
ing from the making the earlier oral 
agreement. 

“There existed in this case an oral 
agreement of settlement between the 
parties. The fact that a written 
instrument was later made to evidence 
that oral agreement does not change 
the binding effect of the oral agree- 
ment.” 

Thus the lender was unable to 
recover on the note because of the oral 
agreement. This is the danger in 
which banks are put when officers 
permit defaulting borrowers to discuss 
“deals” on their notes. (Nolte vs. 
Southern California Home Building 


Company, 82 Pacific Reporter, Second 
Series, 946.) 


Endorser’s Property? 


When a bank asks a prospective 
borrower to get an accommodation 
co-maker or an endorser to sign his 
note, the usual test of the eligibility of 
the accommodation party is his 
financial status. If the public records 
show that the accommodation party is 
the legal owner of valuable real estate, 
that is usually sufficient for the bank’s 
purposes. 

A recent Texas case, however, indi- 
cates that a bank cannot always rely 
upon a borrower’s or an accommoda- 
tion party’s ownership of real estate. 

In the Texas case an individual 
became an accommodation endorser 
for two co-makers on a series of notes. 
At the time he endorsed these notes 
the accommodation party was the 
record owner of certain real estate and 
was accordingly accepted as endorser 
by the bank which made the loan on 
the notes. When the notes were not 
paid at maturity, the bank got judg- 
ment against the accommodation party 
and executed on certain real estate 
owned by him. At the (See page 38) 
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from Carelessness 
to Crime... 


.-e-may be a short step or 
a long one; but the insti- 
tution covered by anF&D 
Bankers Blanket Bond is 
protected all along the 
way—against losses orig- 
inating from within or 


without its organization. 





FIDELITY, SURETY AND 
BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY 
AND GLASS INSURANCE 


FIDELITY 
and DEPOSIT 


COMPANY OF MARYLAND 
BALTIMORE 
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The BOOKLET COUNTER 

















Booklets listed below are all published by nationally-known institutions 


and are offered without charge or obligation to bank officers. 


Address 


your requests, on the bank’s letterhead, to The Editors, The Burroughs 
Clearing House, Second Blvd. and Burroughs Ave., Detroit, Michigan 


New Booklets 


SECURITIES ANALYSIS AND SOURCES 
OF INVESTMENT INFORMATION ... 
In response to many requests this address by 
Frank R. Warden, vice-president of Central 
National Bank & Trust Company, Des 
Moines, Iowa, has been published in booklet 
form. Included is a review of the safeguards 
to look for in the purchase of various types 
of obligations, especially in regard to munici- 
pal bonds, public utility and industrial issues, 
railroad bonds and equipment trust obliga- 
tions. 


FIVE WAYS TO BORROW MORTGAGE 
MONEY .. . In this booklet The Dime 
Savings Bank of Brooklyn explains its five 
flexible mortgage plans for home buyers, each 
calling for definite amortization payments. 
At the back of the booklet is a table showing 
payments required to liquidate a $1,000 loan 
under the various plans, and a table giving 
the approximate initial expense in writing 
mortgages of typical amounts. Although 
directed to prospective borrowers, this book- 
let will be of interest to bankers and others 
in the mortgage loan field. 


FACTS FOR EXECUTIVES ... This 12- 
page booklet describes how substantial sav- 
ings have been realized by banks and other 
businesses in eliminating mailing losses that 
are often hidden and unsuspected. It tells 
how a bank in Boston saves $2,500 annually 
in postage costs, and also how other organi- 
zations have speeded their mail handling as 
well as overcome confusion and unnecessary 
loss of time. 


Booklets Still Available 


FORGING AHEAD THROUGH RE- 
SEARCH ...A description of the Research 
Advisory Service by which the Liberty Bank 
of Buffalo acts as a connecting link between 
business and modern research. Case histories 
of some of the technical problems submitted 
to the Research Advisory Service, and the 
consequent solutions, are outlined. 


CUTTING HEATING COSTS ...A 64- 
page booklet containing actual performance 
facts on how substantial savings have 
resulted from improved methods of heat 
control. Included are reports from a number 
of banks telling how lower fuel costs have 
been effected; how, for example, the Hunting- 
ton Bank in Columbus, Ohio, saves over 
$1,400 annually with its modernized heating 
system. 


WHAT’S NEW IN OFFICE FURNITURE 
FOR BANKS ...A portfolio of photographs 


In writing to advertisers please mention The Burroughs Clearing House 


showing executive offices, board rooms and 
banking rooms recently furnished with new 
office furniture. Of interest to all banking 
executives, especially those who are planning 
new Offices. 


THIS BUSINESS OF MANAGEMENT ... 
Reprint of an address by Joseph M. Dodge, 
president of The Detroit Bank, in which he 
considers personal qualities which go to 
make up a successful executive, and dis- 
cusses the technique of management particu- 
larly from the standpoint of banking. Di- 
rected originally to bank auditors and comp- 
trollers, Mr. Dodge’s talk contains valuable 
thoughts for every bank officer. 


THE INSURANCE NEEDS OF BANKS 
AND HOW THEY CAN BEST BE MET... 
Insurable risks confronting banks and the 
forms of coverage available are explained 
by Edward J. Barrett, Auditor of Public 
Accounts for the State Banking Department 
in Illinois. Particular attention is called to 
two types of blanket bonds which eliminate 
separate policies for each of the hazards. 


REPORTING TO EMPLOYEES ON COM- 
PANY OPERATIONS .. . This increasingly 
popular personnel relations experiment is 
examined in a new report issued by a large 
life insurance company. There is a detailed 
and illustrated discussion of how a number 
of companies are seeking to inform employees 
of operating results and problems in a manner 
that will be understood. 


CASH THEM WITH CONFIDENCE . 
Of interest to banks is this folder describing 
a new type of pay check which is bonded 
against forgery, counterfeiting or alteration. 
Illustrates such features as patented border 
design, registered watermark and automatic 
signature identification. 


A NEW PLAN OF LIFE .. . Wherein is 
outlined a long-term plan of accumulation to 
provide living protection. The _ booklet 
describes an investment contract designed to 
enable the average person earning a regular 
income to set aside a definite amount periodi- 
cally, not as a passing episode, but as a 
manner of living. 


PROPERTY INSURANCE DIGEST . 

A 16-page booklet which explains the more 
important forms of property insurance such 
as fire, windstorm, hail, explosion, riot, rent 
and rental value, leasehold, business interrup- 
tion, water damage, demolition, etc. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS .. . An 8-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 
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Only ONE 
Coin Paying Machine— 
BRANDT—Has a Complete Keyboard 


The BRANDT AUTOMATIC CASHIER assures the speediest possible payment 
of coins because any amount from 1¢ to $1.00 is paid by pressing ONLY ONE KEY on 
its simplified complete keyboard. There are no needless motions, no hand selection of 
coins one by one, no pressing two keys to make payments involving pennies, no mental 
calculations, and each payment is completed in less than a second. 


Because the BRANDT AUTOMATIC CASHIER is the only coin 
paying machine with a complete keyboard requiring the pressing of but 
one key to make any and all payments up to $1.00, it saves the greatest 
amount of time for tellers, gives customers the best of service, and pays 
for itself in a comparatively short time. 


Thousands of banks are receiving these benefits through use of the 
BRANDT AUTOMATIC CASHIER. Write us for complete informa- 


tion regarding the latest type BRANDTS. If you wish, we shall be glad 
to send a machine for trial purposes without cost or obligation. 


Other BRANDT Products: 


Brandt Coin Counting and Packaging Machines 
Brandt Coin Sorting and Counting Machines 
Coin Storage Trays 
Coin Wrappers and Bill Straps 


BRANDT AUTOMATIC CASHIER COMPANY 


Manufacturers of Coin Handling Machines since 1890. WATERTOWN, WISCONSIN 


Model 100 BRANDT 











In writing to advertisers please mention The Burroughs Clearing House 
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(From page 9) co-makers, and _ the 
cost of collecting twelve to twenty 
separate monthly payments, makes the 
service cost very large in proportion 
to the bare interest charge made for 
the use of the funds. In the case of 
unsecured small installment advances 
without co-makers there must be 
added a rather substantial charge to 
cover the element of risk. The cost 
of the service connected with one of 
these small advances is often greater 
than a proper interest charge for the 
use of the funds, and when we add to 
the cost of the service an appropriate 
risk premium we often have a charge 
that is very much greater than the 
interest charge itself. If we include 
our proper compensation for both or 
all three of these elements in an 
interest charge we get a rate of 
interest per annum that may seem to 
the borrower and to the public exorbi- 
tant. The public thinks of interest 
only as compensation for the use of 
money, and anything more than 5 per 
cent or 6 per cent per annum on net 
amounts outstanding seems high. 


FOR the purpose of correcting this mis- 

conception in the public mind, and 
assuring a clear understanding on the 
part of the borrowers and the public 
as to just exactly what the borrower 
pays for, we charge, on all of these 
different types of installment advances, 
with the exception of the FHA Title I 
loans, a uniform interest rate of 3 per 
cent per annum on the whole sum for 
the whole time. We continually ex- 
plain in our advertising that this 
charge is equivalent to approximately 
6 per cent per annum on the net 
reducing balances from time to time 
outstanding. 

In addition, we charge each borrower 
a flat service fee of five dollars to cover 
the cost of making and collecting these 
advances. This charge really con- 
templates an advance payable in 
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Income Advances 


twelve equal monthly installments. 
Three dollars of it is designed to com- 
pensate the bank for the cost of deter- 
mining the borrower’s credit worthi- 
ness, negotiating the advance, putting 
it upon the bank’s books, and making 
a cash outlay for a credit report from 
an outside rating agency. The remain- 
ing two dollars is designed to com- 
pensate the bank for making twelve 
monthly collections, at the rate of 
1624c for each payment. As a 
matter of fact, our automobile ad- 
vances average about fifteen months, 
and would, therefore, justify a net 
additional charge of fifty cents but. 
in the interest of simplicity in our 
operating scheme, we do not make this 
additional charge. Where the advance 
is secured by readily marketable col- 
lateral we omit the three dollar charge 
for making the advance, but retain 
the two dollar charge for collecting the 
monthly payments. 

To a borrower who carries a checking 
account with this bank we make no 
service charge at all. All of our check- 
ing account depositors either carry 
compensating balances or pay ade- 
quate monthly service charges in 
connection with their accounts, and 
we feel justified in performing this 
loan service for them without charge. 
Most of these income advances are 
made, however, to borrowers who do 
not carry checking accounts, and who 
pay the flat service fee of $5. 

The following tabulation indicates 
the volume of business transacted in 
our income advance department dur- 
ing the year 1937: 


Made during the Outstanding 
year 1937 Dec. 31 

Automobile Advances $777,512.34 $469,503.67 

FHA Title I Advances 138,636.48 305,118.00 
(Jan. | to Apr. 1) 

Collateral Advances 23,719.91 19,203.93 

Co-maker Advances 27,118.60 12,730.96 

Unsecured Income 
: Advances 483,382.60 249,469.73 
The aggregate of our co-maker 


advances is astonishingly small, al- 
though we have been making these 
advances in a small way ever since 
1924. We have never been very keen 
about them, and have never accumu- 
lated any substantial volume. The 
writer has long felt that signing other 
persons’ notes is bad private practice, 
and that the making of co-maker 
advances is rather doubtful public 
policy. We have been very eager to 
develop a plan whereby each borrower 
would pay his own way, and stand on 
his own feet, and we hope that we 
have made substantial progress in 
that direction. 


HE bank’s experience with Title I 

FHA advances has been a very satis- 
factory one. We have made something 
over three thousand of these advances, 
involving over a million dollars, and 
have had occasion to call upon the 
government to make good its insur- 
ance in only seven instances, aggregat- 
ing $1,506.49. 

Our experience with automobile 
advances has been an equally happy 
one. We make these advances directly 
to the borrowers over our own counter, 
and with around a half million dollars 
of them in our portfolio all the time 
we have had no losses of any conse- 
quence. Our total repossessions over 
a period of four years has not exceeded 
a half dozen cars, and on none of these 
have we sustained any substantial loss. 

For a limited period in 1937 we 
bought automobile loans from dealers, 
perhaps $100,000 of paper in all. Our 
experience in this field was not satis- 
factory. We had a comparatively 
large number of repossessions and a 
considerable aggregate loss. We dis- 
continued the practice before the end 
of the year and now confine ourselves 
to direct advances to the borrowers 
whose paying records and incomes 
indicate their ability to make their 
monthly payments comfortably. 


Letters for Mailing to Bank Customers 


(From page 17) but also to ask if we 
have failed in any way to meet your 
present requirements. If so, I shall 
appreciate if it you will let me know. 

It has always been a pleasure to 
serve you and we had hoped to num- 
ber you among our depositors for many 
years to come. May we not look for- 
ward to the re-establishment of our 
former pleasant relations? 

Cordially yours, 
President 

Letter No. 6 

TO ANSWER COMPLAINTS 


Complaint letters are important. 


Thanking the customer for reporting 
an error or unsatisfactory service is a 
good psychological approach and makes 
him more receptive to your explana- 
tion or apologies, regardless of the 
tone of his letter. 


oe 

Thank you for your letter of....... 
calling to our attention (refer to com- 
plaint here). 

We are extremely sorry that you 
were so inconvenienced and want you 
to know that we have taken every 
precaution to prevent a recurrence. 

Upon investigation I find (state 
cause, if possible). 


I hope you will accept our sincere 
apology and I want to assure you 
that we appreciate any criticism that 
helps us to improve our service. 

Cordially yours, 


Executive Vice-president 


Letter No. 8 


TO WIN GOOD WILL OF 
LAWYERS 


i fe ore 

During recent years it has been our 
pleasure to discuss certain problems 
of mutual interest with various me!l- 
bers of your profession. We believe 








December, 1983—THE BURROUGHS CLEARING HOUSE 27 








Ce Se fF 





















1 eee yd 
; Burroughs 
r Labor Computing 
: and Accounting 
‘| it Machine 4 
urrou S 
n 
e 
n covers the entire range of 
Burroughs 
troughs HE WAGE AND HOUR 
ig : me 
5 Payroll Accounting RECORDS and STATISTICS 
. Machine o 
r- along with all payroll records 
it- ° e e 
' and labor distribution 
Lie 
Dy 
vy Burroughs machines provide these five 
rs important records, including wage and 
i hour statistics, in a fraction of the time 
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BURROUGHS ADDING MACHINE COMPANY 
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6956 Second Boulevard, Detroit, Michigan 





Burroughs ° 


e 
Payroll Accounting At the left are illustrated five different types of Burroughs 
Machine ; machines for payroll and labor accounting. These machines 
are offered in many styles and sizes to meet the require- 
ments of any business, large or small. 
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XL 
5 An 


The Chinese name for the Phoenix is 
‘*Chang-An,’’ meaning, figuratively, 
to bring back-to restore. 


The ancient Egyptians thought of the 
Phoenix as a bird that, every 500 years, 
flew out of Arabia into Egypt where at 
Heliopolis it burned itself on the altar, 
and then arose from its ashes young 
and beautiful. 


Since the earliest days of insurance 
the Phoenix has been used to symbolize 
ability to replace property after it has 
been destroyed by fire. 


Time Tried and Fire Tested 


SINCE 1854 


THE PHOENIX 
INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Capital, - - - -  $6,000,000.00 
Surplus to Policyholders,  $44,807,872.44 


HN 

















Founded concurrently with the 
first constitutional Workmen's 
Compensation Law. Employ- 
ers Mutual has gained pre- 
eminence in that field through 
aggressive service and strict 
adherence to principles of fair 


play. Its policyholders profit 
through reduced premiums and 
uninterrupted production You 
will be interested in the facts. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 
HOME OFFICE: WAUSAU, WIS. 
e 
Branch offices in the principal 


cities of the Middle West. Con- 
sult your Telephone Directory 
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that out of these informal talks has 
come a better understanding and 
appreciation of the ways in which we 
may co-operate in conserving the 
estates of men and women who turn 
to us both for help in planning the 
economical distribution of their prop- 
erty. 

Our rapidly changing economic con- 
ditions and increasing tax laws require 
expert legal assistance. They also 
demand the specialized training and 
permanence which is offered only by 
the modern corporate Executor and 
Trustee. 

Because of this necessity we look 
forward to increasing co-operation with 
you and all other local attorneys in the 
administration of estates and trusts. 
In our advertising we repeatedly advise 
the reader to consult his own attorney 
in regard to all estate matters. 

Our various statistical and tax serv- 
ices are always at your disposal and 
our trust officers welcome an oppor- 
tunity to confer with you at any time. 

Cordially yours, 


President 


Letter No. 10 


TO SELL TRUST FUNCTION TO 
WOMEN 


Trust solicitors recognize that the 
wife of many a prospect resents the 
naming of a bank as Executor, and all 
too often has discouraged setting up 
trusts that would have insured econ- 
omy and protection for the family. 
This is an appeal to her interest. 


CORE ERSo oe Lee 


One thing is certain —if you do not 
make a Will the State will decide who 
will inherit your property. The same, 
of course, is true of your husband. If 
your husband has made a Will it 
should be reviewed periodically because 
of changing conditions, otherwise it 
may not carry out his or your wishes 
at all. 

There is no matter of greater 
importance to you and your family 
than the prompt and careful prepara- 
tion of your Wills. 

In the stress of business, men often 
neglect their own personal affairs and 
it is the woman’s job to see that her 
husband has made his Will providing 
for her and her children. While we 
are not permitted by law to draw 


| Wills we are always glad to talk over 


with you the best ways of leaving 
property and carrying out your wishes. 

Show this letter to your husband — 
remind him how much it means to 


| your peace of mind to know that his 


Will, as well as your own, has been 
drawn by a lawyer and _ properly 
executed. 

No untrained, inexperienced person 


| should be burdened with the adminis- 
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tration of property today. The wise 
man names his bank Executor because 
of its permanence and its wide experi- 
ence in tax and estate matters. 

Very truly yours, 


Trust Officer 


Letter No. 11 


TO FOLLOW UP FINAL INSTALL- 
MENT LOAN PAYMENT 


Now that you have completed the 
twelve monthly payments upon your 
Personal Loan we are sure that you 
realize how easily you can attain some 
particular objective by this practical 
installment method. 

We suggest that you continue to 
make your monthly deposits in a 
regular Savings account, letting us 
substitute our standard Savings Pass 
Book for the one you have been using 
for your loan payments. 

There must be something else that 
would add to your pleasure or enrich 
your family life—it may be a long 
anticipated trip, a special educational 
course for a child, or a luxury that all 
may share. Whatever it is, you will 
find this plan the easy way to accumu- 
late the money required. 

Why not start this week? 

Cordially yours, 


Cashier 


Letter No. 12 


TO EXTEND YEAR-END GREET- 
ING—CHRISTMAS GREETING 
It is often desirable to have the 
letter extending year-end greetings 
signed by the executive officer as well 
as by the president. 


As the year draws to a close we 
want to express our appreciation of 
the confidence and loyalty of our 
customers and to extend to you per- 
sonally our best wishes for increasing 
happiness and prosperity in the years 
to come. 


Cordially yours, 


Cee ee ee ee ee a a 


President 


Suggested Christmas Greeting to 
be used on Holiday Letterhead or 
Card, personally signed by President. 

The entire staff of 
The First Trust Company 
joins me in wishing you 
A Merry Christmas 
and a 
Happy New Year 


President 
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Patented and Patents Pending 


SAFE-T-STACK, a revolutionary new locking 
device now makes Steel Storage Files better than 
ever. The SAFE-T-STACK feature securely locks 
all files together, preventing a loaded drawer or 
any part of the stack from tipping, falling or shift- 
ing. No bolts, screws or rivets used. No tools 
required. 

Steel Storage Files are made of substantial 
weight, welded, reinforced steel. They cost less 
than flimsy cardboard boxes and shelving. Space 
taken by haphazard record storage is reduced 
(sometimes as much as four fifths) when Steel 
Storage Files are used. 

Steel Storage Files resist fire, dampness and 
vermin. They are made in numerous standard 
sizes and in special sizes at no extra cost. Files 
of varying sizes stack and lock. 

If your inactive and semi-active record stor- 
age room is crowded, if it doesn’t look as neat as 
it should, you need SAFE-T-STACK Steel Storage 
Files. Our entire organization specializes in solv- 
ing record storage problems. Put your problem 
up to us. 


THE STEEL STORAGE FILE CO. 


2216 W. 63rd STREET - CLEVELAND, OHIO 


oe ae STORAGE Fr Lt &-§ 
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(From page 19) to ’em, Oscar. We don’t 
know for sure, but McKay must have 
picked this up in Egypt.” 

““Lad-e-e-s and  gent-e-el-men!”’ 
howled Oscar excitedly as Mr. Clutch- 
bill fell back into the crowd. ‘“‘Step 
up close-a-r! A little sphinx! A little 
solid silver sphinx from the tomb of a 
Pharaoh! Who’ll start her at $100?’ 

The crowd pressed closer.. Never 
before had anything like this shown 
up. There was a silence while people 
tried to find themselves. 


out the world. 
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Director Clutchbill Opens a Deposit Box 


‘Sort of knocks ’em cuckoo,” came 
a voice near Mr. Clutchbill’s elbow. 
He looked around. Directors Spear- 
hawk and McTavish were standing 
there. 

“Ten dollars!’ spoke up a small, 
well-dressed man wearing a _ white 
mustache with points and fine gold- 
rimmed eyeglasses. 

Everyone looked around at him. 
‘““A city boarder,” nodded Mr. Spear- 
hawk, winking slowly at Mr Clutch- 
bill ‘‘We may get $25.” 








» Broaden customer service with Chase correspondent facilities « 


THENTSIN 


SPEEDING MONEY TRANSFERS 
. . EVERYWHERE 


FY business day, through the facilities of | 
the Chase Money Transfer Department, | 
| 


millions of dollars are transferred swiftly by wire 


to and from cities in every section of the nation 


—or by cable or radio to trade centers through- 


This accommodation is of particular advan- 


tage to the bank requiring immediate transfer 


of customers’ funds to any chosen destination. 


It is one of the many reliable services available 


every business day to the thousands of Chase 


correspondents. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK | 
Member Federal Deposit Insurance Corporation | 
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“Ten dollars!’ wailed Oscar almost 
crying. 

“Twenty! hollered out a _ portly 
man with dark eyes and a slightly 
bent nose. 

“Twenty I’m offered,” began Oscar 
brightening feebly. 

“One hundred!’ came the dry, 
commanding voice of the first bidder. 

The portly man glanced around at 
the small man. “One twenty-five!” 
he nodded. 

‘“Hm-m,” muttered Mr. Clutchbill 
to Mr. McTavish, “I had no idea it 
would mount so fast. Something 
strange here.” 

The small man was worming for- 
ward. He was standing under Oscar. 
““May I have a look at that thing?” 
he asked in a low voice. 

*“You bet!”’ hastened Oscar. ‘“‘Abso- 
lutely Egyptian. Authentic, and proba- 
bly worth a thousand in London.” 

‘‘Hm-m,”’ said the small man, taking 
it in his hands a moment and giving it 
a close scrutiny. 

“Three hundred,” he uttered as he 
handed it back. 

“Three hundred dollars!” brayed 
Oscar now red in the face, ‘‘and we’re 
just startin’.” 

“Three twenty-five,” said the portly 
bidder looking thoughtfully at the 
sky with his dark eyes. 

“Three fifty!’ came a new voice. 
It was Mr. Clutchbill’s. 


KNOCKED almost senseless, both 

Mr. McTavish and Mr. Spearhawk 
jerked out their necks and gazed in 
alarm at the old gentleman. 

“For goodness sake, Aaron! You full 
of hard cider?” hissed Mr. Spearhawk. 

**T’ve decided there’s a secret hiding 
in that thing and I’m going to find 
it,” snapped Mr. Clutchbill in a low 
voice. “I’ve had a queer feeling every 
time I’ve hefted it. And that’s just 
what these two other birds are think- 
ing, too.” 

“Three seventy-five,”’ said the small 
man with the gold.eyeglasses easily as 
though he was just starting. 

“Five hundred,” hollered Mr. Clutch- 
bill in a powerful voice. 

The portly bidder folded up his 
mouth. The small bidder took off his 
glasses and wiped them thoughtfully 
with raised eyebrows. 

“Five hundred once!”’ warned Oscar. 
“Five hundred twice!’ There came a 
hush. “Are you all done, gentlemen? 
Five hundred three times, and sold to 
Mr. Clutchbill.”’ 

“T never thought I’d live to see such 
a day!’ choked Mr. Spearhawk. 

“Chah!” wheezed Director Mc- 
Tavish slowly as though his brain 
was deflating, ‘“‘Clutchbill’s mad!” 

But Mr. Clutchbill was already 
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receiving the little sphinx from Oscar. 

“Little Pharaoh goes back to the 
village tomb,” said Mr. Clutchbill 
lightly as he came back where Mr. 
Spearhawk and Mr. McTavish were 
standing sadly like mourners. 

“Aaron,” choked Mr. Spearhawk, 
“‘won’t you see if you can’t park that 
tin cat on that little feller that bid it 
up before we leave this temple of 
broken hopes? He might give $300 
even now.” 

“Eh, Mr. Spearhawk, I feel some- 
how this tin cat is going to have a 
kitten if we give her time.” 

It is probable Mr. Zoppin, he of 
the gold-rimmed eyeglasses, was of the 
same belief for he followed at a 
dignified distance the three officials 
of the Ferndale National as they 
proceeded with heated words up 
Main Street, first one, then another 
shoving back a hat and extending a 
vehement arm. 


[? was possibly not more than two 

minutes after they entered the bank 
that the institution was honored by a 
caller. When the visitor was an- 
nounced, Mr. Clutchbill paused on 
his way to the vault, holding the sphinx 
like a cat in a crook of his arm. 

Mr. Zoppin was informing Cashier 
John Atwood that he would like one 
last glimpse of the little sphinx, if it 
could be arranged. Mr. Clutchbill 
heard him. 

“Step right into the directors’ room, 
sir,” he spoke up politely. 

“Hm-m,” said Mr. Zoppin a few 
minutes later, after he had gone all 
over the little silver sphinx with a 
small pocket magnifying glass. “I 
will risk $550 if you would consider a 
private sale.” 

“Naow, I’ve taken a shine to the 
thing,” scowled Mr. Clutchbill. 

“T couldn’t risk more without look- 
ing inside,” said Mr. Zoppin leaning 
back with a speculative gaze at the 
little sphinx. 

“Inside!” 
startled. 

“T think I can get in.” 

“You have my permission,” breathed 
Mr. Clutchbill. 

Mr. Zoppin leaned forward, placed 
two fingers over the two green eyes 
of the sphinx and pushed. They sunk 
back. The sphinx lifted smoothly off 
its base. 

_ “Huh!” breathed Mr. Spearhawk 
in amazement. 

“By George! You were right, 
Clutchbill, the thing is partly hollow.” 
Mr. McTavish reseated his glasses 
carefully. 

Mr. Clutchbill was leaning forward 
With eyes bent on a small wad of age- 
yellowed tissue paper lying on the 
base of the sphinx. 

“You better open it,” suggested 
Mr. Zoppin. 


gulped Mr. Clutchbill, 


Mr. Clutchbill picked up the object 
and began working into it slowly. 
““My goodness! !’’gasped Mr. Spear- 
hawk as a glistening object was finally 
uncovered in Mr. Clutchbill’s fingers. 
For several moments the four men 
sat motionless, their eyes fixed on a 
flashing gem of rare blue resting in an 
old-fashioned setting. At length Mr. 
Clutchbill passed it to Mr. Zoppin. 
“Ah! <A gem from old India, a 
sapphire. It must be well over two 


31 
carats. Matchless color! It’s a 
beauty!” Mr. Zoppin put his pocket 


magnifying glass over it. “Yes, per- 
fect as I would have guessed. Gentle- 
men, you are ... eh, wondering, I 
suppose, what it is worth. I don’t 
know. But more than a diamond of 
equal weight. There are words en- 
graved inside the ring.”” Mr. Zoppin 
held the glass motionless. ‘“‘ “To a true- 
blue lassie, 1867’.” 

“She waited and died,” muttered 











This very hour, millions of words are being spoken by 


telephone. Friend talks to friend and two lives are 


happier because of it. 


Greetings and best wishes are exchanged—holiday 


visits arranged—affairs of business transacted. A doctor 


comes quickly in answer to a hurried call. 


And day and night, the country over, these oft- 


repeated words reflect the value of the telephone . . . 


“T’m glad you called.” 
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Mr. McTavish, “else old McKay 
would have given it her. He couldn’t 
part with it afterwards, naturally.” 

“Gentlemen,” said Mr. Zoppin lean- 
ing back, “I’m willing to gamble on it. 
I'll give $1,500 for it and the sphinx. 
It may be possible I can turn them at 
a profit in London. However, it will 
take time and work.” 

“To think of selling them,’ 
Mr. McTavish. 

“Eh, well, they’ve got to go. What 
do you say, gentlemen?” Mr. Clutch- 
bill turned to Mr. Spearhawk and Mr. 
McTavish. 

Both gentlemen nodded silently. 


mused 
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“I will have the funds telegraphed 
to reach you tomorrow. Keep the 
gem here ’til then.”” Mr. Zoppin rose, 
bowed and took his leave. 


“OLD McKay must have been some 
bird in his day,” sniffed Mr. 
Spearhawk when they were alone. 

*“Rather!”’ stated Mr. McTavish 
soundly. “Don’t seem as though this 
money belongs to us.” 

“Eh, I’ve been thinking of that,” 
nodded Mr. Clutchbill. “How would 
it be if we took out $250 box rent and 
set up the other $1,250 to Reserves for 
Contingencies? It might rest in our 
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It is never cantankerous to customers. 


Its one fault is that it is subject to breakage. 


When this happens to merchants insured by American 
Surety or New York Casualty Company, inconvenience and 


delay are momentary. 


Rapid replacement service promptly 


restores the magic salesman polished and clear to its prominent 
post .... without cost and with a minimum of worry. 


American Surely 


COMPANY 


New York Casualty 


COMPANY 
HOME OFFICES: NEW YORK 


Both Companies write Fidelity, Forgery and Surety Bonds 
and Casualty Insurance 





In writing to advertisers please mention The Burroughs Clearing House 


| renters for one reason or another. 


statement for years, and look hand- 
some.” 

“‘Hr-rm! a noble thought, Clutch- 
bill.” Mr. McTavish took off his eye- 
glasses and looked at them. ‘‘Proba- 
bly never will be called for.” 

“TI feel almost dizzy,” piped out 
Mr. Spearhawk. “To think after 
sixty years this bank has at last got a 
reserve for contingencies.” 


Banking as Viewed 
from Washington 


(From page 15) and amortize the capital 
in twenty-eight years. - 

For some time the administration 
has been concerned over what is con- 
sidered to be a gap in its housing 
program in that there is no provision 
for self-supporting families of low 
income, many of which must be 
The 


_Home Loan Bank System and the 


FHA have facilitated the financing of 


_home purchase and home construc- 





| all times. 


tion, while at the other end of the scale 
the United States Housing Authority 
is providing subsidized urban housing 
for persons of extremely low income 
at rents of $5 per room or less. The 
large scale rental projects with mort- 
gages insured by the FHA rent for $10 
per room and upward. The FHA esti- 
mates that there are some 5,000,000 
urban families which will always be 
renters but whose incomes require 
that they pay between $5 and $10 per 
room per month, and while this field 
has generally been neglected by specu- 
lative builders, it is thought to offer a 
particular attraction to investment 
capital. 

The Lambert plan, so-called, is 
designed to bring investment capital 
into this field. Mr. Lambert started 
with the premise that investment 


| capital seeks only safety of its invest- 
/| ment and amortization of its capital 


with a moderate rate of interest. He 


| felt that if capital costs can be kept 
| low enough there are an almost un- 


limited number of potential renters in 
the low income class to keep such 
housing projects on a paying basis at 
His plan, therefore, elimi- 
nates all possible financing charges 
except return on capital. He suggests 
a return of $6 per year for every $100 


| investment over a period of twenty- 
_ eight years, which would completely 


amortize the investment in that period 
plus an annual interest payment of 
| 4 percent. At the end of the amorti- 
zation period, the investor would have 
no more equity in the property and 
it would be deeded to the city for any 
use the community saw fit. All specu- 
lative profits would thus be eliminated 
and in most cases there would be no 
mortgage. The rental charges could 
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be further reduced in cases where the 
municipality agrees to reduce or elimi- 
nate local taxation as a consideration 
for obtaining title to the property 
when the capital is amortized. 

Possible incentives for private capi- 
tal to enter this field are now being 
explored by Federal officials. Mr. 
Lambert feels that in some cases large 
institutional investors may be suf- 
ficiently sure of the safety of their 
capital to enter this field without 
special inducement, just as he did 
experimentally. Further safety could 
be provided by writing a mortgage for 
a large portion of the cost and having 
it insured by the Federal Housing 
Administration, though this would 
increase operating costs by the amount 
of the mortgage insurance premium 
and thereby increase rental charges. 
Mr. Lambert feels that the lower the 
rent the larger the number of potential 
renters and therefore the greater the 
safety of investment. 

A further incentive could be pro- 
vided by the thirty-seven states which 
now have laws providing for the 
establishment of municipal housing 
authorities, since an authority could 
arrange with the investor to take 
over the property as soon as con- 
structed in exchange for its bonds, 
which would be tax exempt, and 
assume all responsibilities for main- 
taining and operating the project. 
Still another incentive could be pro- 
vided by the Federal Government 
through some sort of tax exemption. 
Unless some form of Federal subsidy 
or tax exemption is deemed necessary, 
the Lambert plan probably would 
require no new legislation, either state 
or Federal. 

One aspect of the Lambert plan 
which is still being explored is the 
possibility of attracting small amounts 
of capital, such as the savings of indi- 
viduals, which seek only assurance of 
return of capital with a moderate 
interest. This might take the form of 
participation in large corporations 
formed specifically for the purpose. 
It has been suggested that a corpora- 
tion engaged solely in this type of 
rental housing construction would 
carefully choose its location and plans, 
would protect its investment by not 
overbuilding or fixing rents at too 
high a level, and could keep down con- 
struction costs through bargaining 
with municipalities for sites, purchas- 
ing materials in large quantities, and 
making arrangements’ with labor 
organizations for continuous employ- 
ment at lower hourly wage rates than 
are now customary. 


Forecast of 
Farm Credit Needs 





The volume of short-term credit 
used by farmers will be greater in 1939 


than in 1938, according to the annual 
forecast of agricultural credit condi- 
tions issued by the United States 
Department of Agriculture. Com- 
mercial banks will be in a position to 
supply much of this increased credit 
demand, but much will also be supplied 
by Federal credit agencies. In the 
farm mortgage field the demand for 
new credit is expected to be small, but 
it is noted that commercial banks are 
increasing their holdings of such se- 
curity. The report reviews rural 
credit conditions during the past year, 
explains factors bearing on future 
developments, lists payments which 
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the government will make to farmers, 
and relates the activities of the various 
Federal agencies concerned with rural 
credit. Significant excerpts follow: 
“The volume of short-term credit 
used by farmers is expected to be 
greater in 1939 than in 1938. In- 
creases are anticipated principally in 
loans for the storage and marketing of 
cotton, corn, and wheat, as it seems 
certain that many farmers will take 
advantage of the loans offered by the 
Commodity Credit Corporation on the 
1938 crops of these staples and large 
amounts of the loans made on the 1937 
crops of cotton and corn remain out- 
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standing. There are likely to be in- 
creases in the credits employed for the 
maintenance and purchase of live 
stock in those parts of range area and 
the western Corn Belt where feed 
supplies are abundant. Cotton, wheat, 
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and vegetable growers will have sub- 
stantial carry-overs of debt in 1939, 
owing to the low prices currently pre- 
vailing, and may have to depend to a 
larger extent than in 1938 on borrow- 
ing to meet their production expenses. 

“Outstanding personal and collateral 
loans to farmers held by commercial 
banks and short-term loans held by 
units of the Farm Credit Administra- 
tion increased during the year ended 
June 30, 1938, from $956,700,000 to 
$1,167,700,000, or more than 22 per 
cent. Most of this increase was 
accounted for by a growth of $199,- 
300,000 or 27 per cent, in the loans 
held by commercial banks. Loans 
held by units of the Farm Credit 
Administration increased $11,700,000 
or 5 per cent. 

“The personal and collateral loans 
to farmers held by commercial banks 
increased more than 20 per cent in all 
sections of the country except the 
Middle Atlantic states (increase 8 per 
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cent), the Mountain states (increase 
11 per cent), and the Pacific states 
(increase 14 per cent). Exceptionally 
large increases were reported in 
Southern states. Of the nine states 
in the country as a whole which 
reported increases in excess of 60 per 
cent, seven were in the South. It 
seems probable that a factor of domi- 
nant importance in causing bank loans 
in these states to increase was loans 
for storage of the immense cotton 
crop of 1937. This is suggested by the 
fact that on August 31, 1938, com- 
mercial banks held approximately 
$109,000,000 of Commodity Credit 
Corporation loans on cotton, as com- 
pared with no loans of this type a 
year earlier. 


“AMPLE facilities are available for 

meeting all anticipated require- 
ments for short-term credit during 1939 
at interest rates differing little, if any, 
from those prevailing during 1938. 
Though the deposits of country banks 
are now moderately lower than a year 
ago, owing in considerable part to the 
decline in farm income, country banks 
in all parts of the United States have 
large unutilized reserves and readily 
marketable investments that can be 
sold to provide additional funds if 
such are needed. The desire of bankers 


| to employ their lending power more 
| fully, and the recent liberalization of 


bank supervisory requirements, assure 
that ample bank credit will be avail- 
able during 1939 to farmers who are 
acceptable credit risks. 

“Production credit associations, agri- 
cultural credit corporations, and live 
stock loan companies, all of which 
extend short-term credit to farmers. 
likewise are in position to furnish a 
plentiful supply of agricultural credit 
during 1939. Federal intermediate 
credit bank debentures, the principal 
source of loan funds for these institu- 
tions, continue to have a ready market 
at low rates of interest. Commodity 
Credit Corporation loans have been 
made available on the 1938 cotton and 
wheat crops. The volume of funds 
available to low-income farmers 
through the Farm Security Adminis- 
tration’s loan program will be about 
$40,000,000 greater during the fiscal 
year 1938-39 than during each of the 
two preceding years. The current 
appropriation of $110,000,000 provides 
for rehabilitation loans, loans for 
meeting temporary emergencies, and 
loans to facilitate farm community 
and co-operative enterprises. An effort 
will be made to curtail emergency loans 
and to use this appropriation mainly 
for standard rehabilitation loans. 
Standard rehabilitation loans carry 
a 5 per cent interest rate and are 
repayable within one to five years. 

“Requirements that otherwise would 
have to be met by borrowing will be 
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satisfied in part by conservation and 
price-adjustment payments to farmers 
under the Agricultural Adjustment 
Administration farm program. Pay- 
ments to farmers under the 1938 
Agricultural Conservation Program are 
expected to exceed $450,000,000 as 
compared with approximately $330,- 
000,000 under the 1937 program. In 
addition to conservation payments, 
cotton farmers will receive payments 
approximating $130,000,000 under the 
1937 cotton-price-adjustment payment 
plan. Payments will also be made 
under the Sugar Act of 1937 to 
producers of sugar beets and sugar cane 
on their 1938 crop. For farmers who 
plant within their 1939 acreage allot- 
ments, Congress appropriated $212,- 
000,000 for price-adjustment payments 
on cotton, corn (in the commercial 
corn area), wheat, rice, and tobacco. 
‘Loans for co-operative purposes are 
made by several Federal agencies. 
During the year ended June 30, 1938, 
the outstanding loans of the banks for 
co-operatives increased from $45,000,- 
000 to $81,200,000. Of the loans out- 
standing June 30, 1938, commodity 
loans amounted to $28,600,000, operat- 
ing-capital loans $29,800,000, and fa- 
cility loans, $22,700,000. Since its 
inception the Rural Electrification 
Administration has allotted $142,000,- 
000 for loans in forty-five states. 
From July 1 to September 30, 1938, 
allotments totaled $54,300,000 as com- 
pared with $29,300,000 during the 
entire fiscal year 1937-38, and $46,400,- 
000 during the preceding year. Com- 
munity and co-operative loans made 
by the Farm Security Administration 
amounted to $1,200,000 in 
and $1,100,000 in 1936-37. 


““THE demand for new farm-mort- 
gage credit in 1939 is expected to 
continue at the relatively low levels of 


take advantage of any reduction in 
land values to purchase farms. Inter- 
est rates on farm-mortgage loans will 
continue to be low in 1939, a factor 
tending to encourage the borrowing of 
money to purchase farms, but this 
may be offset to some extent by a 
slight upward trend of farm real 
estate taxes. 

“Total farm-mortgage debt de- 
creased about $173,000,000 or more 
than 2 per cent during 1937, and the 
farm-mortgage loans held by a group 
of leading lending agencies, accounting 
for about 60 per cent of the entire 
farm-mortgage debt, decreased about 
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This Beats Banking 


20 Years x $24.00 = $362,500 


100 stamps costing $24.00 in 1918 worth a fortune 
today. The finder’s story, in handy booklet form, is 
a thrill you'll like. SEND FOR IT. IT’S FREE. 


APPRAISALS — DISCOUNT. 


MINT SHEET BROKERAGE CO. 


420 Caxton Building Cleveland, Ohio 





OKLAHOMA CITY 


aN -- OKLAHOMA 
¢°. gitTmoORE 


A sutficient number of rooms are 
available at this rate to supply the 














1937-38 | 


1937 and 1938. The volume of emer- | 


gency refinancing of farm mortgages 
is now much reduced from the peak of 
1934-35 and the normal requirements 
for loans to refinance maturing mort- 
gages are expected to continue low in 


view of the large proportion of the out- | 


Standing farm-mortgage loans 
carrying relatively long terms. 


now 
Loans 


of the Federal Land banks and the | 


Land Bank Commissioner which are 
made for long terms amount to about 
40 per cent of the oustanding farm- 
mortgage debt, as compared with 


33 per cent in 1935 and 13 per cent 
in 1930. 


‘No material change is expected in 


the amount of credit required to 
linance farm real estate transfers in 
1939. The lower farm income of 1938 
has tended to reduce voluntary trans- 
lers of farm real estate and to reduce 
land values slightly, but with the 
anticipated increase in farm income in 
1939 prospective farm owners may 











of the country overnight. 
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“Steamboat’ Round the Bend” 
ST. LOUIS—1817 


UGUST 2, 1817 the populace of St. Louis assem- 
bled on the levee to hail the arrival of the first 
steamboat to ascend the Mississippi above the 

mouth of the Ohio. At St. Louis the cargo entered the 
trade routes to the north and west, and thus began the 
rise of river traffic that played so large a part in the com- 
mercial development of the region. 


The strategic, central location of St. Louis made the 
city a focal point in this new mode of transportation 
... trade and commercial development followed with 
the increase in river traffic. This advantage of St. Louis’ 
location is a basic fact that will never change, and 
today, because of its position, the transit service of 
Mercantile-Commerce reaches practically all points 


MERCANTILE-COMMERCE 


Bank and Trust Company 
ST. LOUIS 


FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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1 per cent during the first half of 1938. 
The estimated outstanding farm- 
mortgage debt of $7,082,000,000 for 
Januuary 1,1938, is 7 per cent below the 
total for January 1, 1935, and 23 per 
cent below the total for January 1, 
1930. The estimated total volume of 
farm mortgages recorded during the 
first half of 1938 amounted to $392,- 
000,000, an amount 6 per cent less 
than for the first half of 1937 and 60 
per cent less than for the first half 
of 1934. 

“The declining volume of farm- 
mortgage recordings indicates a return 
to a more normal type of activity in 
farm-mortgage credit than that which 
prevailed during the period, 1934-36, 
when large amounts of farm debt were 
shifted from private lenders’ to 
Federally sponsored agencies. More- 
over, the increased proportion of farm- 
mortgage debt now held by agencies 
specializing in long-term amortized 
loans, and the increased volume of such 
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loans made by commercial banks and 
individuals tend to reduce the annual 
volume of mortgages maturing and 
requiring refinancing. Should increases 
in farm-mortgage recordings occur in 
the next few years, they would proba- 
bly be associated with increased ac- 
tivity in the real estate market and 
with increased needs of farmers for 
equipment and improvements. 

“The farm-mortgage loans held by 
the Federal Land banks and the Land 
Bank Commissioner declined $44,300,- 
000 or about 1.5 per cent in the first 
half of 1938, although these agencies 
closed $45,700,000 of new loans during 
this period. The outstanding farm- 
mortgage loans held by life-insurance 
companies declined about $4,500,000 
during the first half of 1938, following 
declines of about $41,000,000 during 
1937 and $118,000,000 during 1936. 

“‘Farm-mortgage loans held by com- 
mercial banks rose during the first 
half of 1938, reflecting in part the usual 
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Transfer filing boxes—steel and paper—5 styles 
Coin Boxes and trays—steel and paper 
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seasonal fluctuation resulting from the 
use of real estate security for crop- 
production loans, but also in part an 
upward movement that has_ been 
evident the last two years. Although 
estimates indicate that the amount of 
new mortgage loans recorded by com- 
mercial banks was slightly smaller in 
the first half of 1938 than in the first 
half of 1937, even at this reduced level 
recordings were considerably above the 
levels of two and three years ago. The 
rise in farm-mortgage loans held by 
commercial banks during the last two 
years has been associated with the 
increased volume of their new loans, 
and with a great decrease in the volume 
of mortgages liquidated through re- 
financing by Federal agencies. There 
has also been a substantial decline in 
the volume of their mortgage fore- 
closures. 

“For the fiscal year, 1938-39, $23,- 
750,000 will be available for tenant- 
purchase loans under the Bankhead- 
Jones Farm Tenant Act as compared 
with $9,200,000 in 1937-38, the first 
year of the tenant-purchase program. 
The act authorizes an appropriation of 
$50,000,000 for the year beginning 
July 1, 1939, which if made would per- 
mit further expansion of this lending 
program. Tenant-purchase loans, made 
for a forty-year period at 3 per cent 
interest, are for the purchase of family- 
sized farms, and may not exceed $12.- 
000 to any one farmer. The amortiza- 
tion and interest payments required 
of borrowers amount to 4.3 per cent 
of the principal annually. New amend- 
ments to the National Housing Act 
authorize the Federal Housing Ad- 
ministration to insure mortgage loans 
on farm real estate under certain 
prescribed conditions.” 


Canadian Banking 


(From page 20) scheme either by the 
public or the business interests, ardent 
social creditors being the main cus- 
tomers of the credit houses. 


New Secretary of 
Bank of Canada 


Dean G. Marble has been appointed 
secretary of the Bank of Canada, 
succeeding Donald Gordon who was 
recently appointed deputy governor. 
Mr. Marble, forty years old, is a 
Canadian of American parentage, his 
family having settled in western 
Canada in 1910. In 1913 he entered 
the Royal Bank of Canada at the 
Ardath, Saskatchewan, branch, mov- 
ing three years later to the Winnipeg 
office. 

In 1921, Mr. Marble was promoted 
to the inspection staff in the super- 
visor’s department in Winnipeg. Ile 
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served as accountant in Saskatoon 
and Winnipeg from 1923 till 1929, 
when he left western Canada and after 
an inspection trip covering the Royal 
Bank’s European branches, was ap- 
pointed assistant manager of the main 
office at Montreal. In 1933 he became 
head office supervisor, from which 
position he joined the Bank of Canada 
at the end of October, 1938. 


Bank Map 
For Movers 


“If You Are Moving” is the title of 
a folder put out by the Montreal 
branches of the Royal Bank of Canada 
for the benefit of customers who are 
planning a change of address. It 
contains a map of greater Montreal, 
with the forty-five Montreal branches 
of the bank marked. Patrons can 
use this map to locate the branch 
nearest to their new address. 


Profit In 
Used Stamps 


In the past few years the Canadian 
banks have been gaining additional 
revenue from the sale of used postage 
stamps both to stamp dealers and 
philatelists, according to an article 
in the Canadian Banker by G. W. 
Smith of the Winnipeg branch of the 
Bank of Montreal. Because of the 
demand and scarcity of certain values 
of recent Canadian stamps, banks 
have placed in all large branches an 
officer in charge of the used stamps, 
whose duty it is to see that as complete 
a recovery as possible is made. 

This development, possible with the 
heavy inter-branch bank mail, has in 
some cases returned a profit as high 
as one-tenth the annual branch postal 
bill. On some recent Canadian com- 
memorative stamps there has been a 
recovery of almost 50 per cent. By 
using other little used low denomina- 
lion stamps instead of common high 
value stamps, banks have been able 
to cash in on _ philatelic demand. 
Some of the banks print special 
attractive air mail and special delivery 


envelopes which are sold after use in | 


overseas markets as collectors’ items, 
at from 50 to 75 per cent of their face 
value. The present boom in stamps 
has made possible this lucrative source 
of revenue for the banks. 


Increase In 
Housing Loans 


_A decided increase in lending ac- 
tivity in September under the National 
Housing Act is reported by the Depart- 
ment of Finance, Ottawa. Loans for 
September, latest month available at 
lime of going to press, amounted to 
$1,240,695 and provided housing ac- 
‘ommodation for 338 families as com- 


pared to loans in September 1937 of 
$552,450 for 134 family units. 

Contrary to the seasonal trends 
observable in 1936 and 1937, when 
operations for September showed a 
marked drop compared with August, 
activity this year exceeded August by 
20 per cent both in number of family 
units approved and amount of loans. 
Of the 338 family units approved in 
September 1938, 125 were financed by 
loans of $3,000 or.less. Several 90 
per cent loans, permissible under the 
new National Housing Act where the 
lending value is $2,500 or less, were 
approved. Lending was particularly 
active in British Columbia with 88 
family units approved for loans of 
$299,380. 

Total housing loans at September 
30, stood at $23,426,259, providing 
accommodation for 5,911 families in 
215 communities throughout Canada. 
For the 12 months ending September 
30, 1938, loans amounted to $12,269,- 


37 


754 as compared with $7,308,350 dur- 
ing the preceding 12 months. About 
half the loans were made in Ontario, 
with Quebec being responsible for 
about a quarter of the total, and 
British Columbia and Nova Scotia 
accounting for most of the remaining 
quarter. No loans have been made in 
Alberta. 

Loans made under the Home Im- 
provement Plan, varying from $50 to 
$2,000, totaled 55,820 fora loan amount 
of $22,319,546 at October 31, accord- 
ing to a report of the Department of 
Finance at Ottawa. Of the total 
amount in the 24 months during which 
the plan has been in operation, approxi- 
mately $9,000,000 or over 40 per cent 
of the total, has been repaid. Default 
claims paid under the government 
guarantee to October 31, 1938, number 
28 in the amount of $7,108. 

Divided by provinces, Ontario leads 
with nearly half the loans, 25,161, to 
the amount of $10,330,951. Quebec 




















GENERAL MOTORS 





is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 


PLAN 


ACCEPTANCE 





CORPORATION 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 
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comes second with 8,543 loans totaling 
$4,294,321. British Columbia rates 
third with 5,967 loans amounting to 
$1,874,018, followed by Alberta with 
4,190 loans to the amount of $1,819,- 
104. Nova Scotia is fifth with 4,464 
loans totaling $1,352,958, and Mani- 
toba has 3,493 loans to the amount of 
$1,336,791. New Brunswick, Sas- 
katchewan and Prince Edward Island 
follow with loans less than $1,000,000. 


Flower Show 
Benefits Bank 


A prize peony display which brings 
most citizens of the City of Guelph, 
Ontario, to the local branch of the 
Royal Bank of Canada, has a bene- 
ficial effect in making new friends for 
the bank, according to a member of 
the local staff. The show is put on 


each June in co-operation with the 
annual peony exhibition of the Guelph 
Horticultural Society. 


Combining Golf 
and Savings 


Using such catchy slogans as ““Tee- 
off for a good start” the savings 
department of the Chartered Trust 
and Executor Company of Toronto 
has successfully combined interest in 
golf with advice on savings in a series 
of street car advertising cards which 
attract immediate attention by the 
use of a colorful golfing Highlander 
acting the slogan. The cards are 
changed about every three months 
and are only used on 400 street cars 
which bring possible depositors to the 
downtown business district in which 
the company’s Toronto head office is 
located. 


Recent Court Decisions 


(From page 23) sherifi’s sale of the real 
estate, the bank bought in the prop- 
erty as the executing plaintiff. 

Thereafter a legal contest arose over 
the bank’s ownership of this real 
estate under the deed given to the 
bank by the sheriff. It was urged that 
although legal title was held by the 
accommodation party on the notes, 
the true owner of the real estate was a 
corporation whose money had paid for 
the property in the first instance. After 
the bank had obtained judgment on 
the notes but before it had executed 
on the real estate, the accommodation 
party on the notes conveyed the real 
estate to the corporation and recited 
in his deed that the corporation’s 
money had paid for the real estate 
and that he had been holding it merely 
as trustee for the corporation. It was 
admitted that the corporation had had 
no part in inducing the bank to make 
the loan on the notes. 

Distinguishing between the legal 
ownership of the real estate by the 
accommodation party and the equita- 
ble ownership vested in the corpora- 
tion, the Texas court said: 

“Where one purchases land with 
the money of another and takes the 
deed in his own name, a trust results 
in favor of him who furnishes the pur- 
chase money. The latter is the equita- 
ble owner of the land. The holder of 
the legal title is a mere trustee and 
holds for the benefit of the equitable 
owner. 

“The deed from the accommodation 
party on the note to the corporation 
reciting that the corporation’s money 
paid for said property and that he 
merely held the legal title in trust for 
the true owner gave constructive 
notice to the bank of the asserted 
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equities of the corporation prior to 
the time that it caused its levy to be 
made. Consequently the bank ac- 
quired at the sheriff’s sale under its 
execution against the accommodation 
party, no greater title than the 
accommodation party had at the 
time.” 

In effect this decision upholds the 
so-called “‘secret trust” in favor of the 
corporation for whom the accommoda- 
tion party held legal title. The court 
apparently felt that the bank should 
not have executed on this real estate 
after the accommodation party’s deed. 
reciting the trust, was put on record 
in favor of the corporation. The 
principle that a buyer of property at a 
sheriff’s sale acquires no greater title 
than the defendant had to the land 
at the time of the execution, is rather 
generally applied. 

Banks may well take warning from 
this decision that the mere fact that a 
borrower or an accommodation party 
holds the recorded legal title to real 
estate at the time the loan is made, is 
no guarantee that the bank will be 
able to recover the money by a judicial 
sale of the real estate. (Alexander vs. 
First National Bank, 119 South- 
western Reporter, Second Series, 718.) 


Signature by Attorney 


The payee of a check sued a New 
York bank to recover the proceeds of 
the check which the payee contended 
had been paid out on her forged 
endorsement. 

The facts were that her endorse- 
ment had been written on the check in 
handwriting simulating her genuine 
signature, but this had been done by 
a person who held a broad power o! 
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Burroughs 


FOR 
BANKS 


Burroughs has developed many 






A few of the accounting jobs on 
which Burroughs can help you 


INDIVIDUAL LEDGERS 


The new Burroughs High-Speed Posting Machine 
is a remarkable development in bank posting equip- 
ment. Its new features—many of them automatic— 
provide a fast, simple operation and permit the post- 





: " ing of uncollected funds information on the ledger 
new machines and features afford and a complete analysis record on the statement 
, ‘ , while handling commercial accounts. 

ing a wide range from which to 


~ PROOF, TRANSIT 


Two new, simplified proving plans—one for larger 


. banks and the other for moderate size banks— 
to meet the requirements of the localize depositor errors to the individual deposit 


and can be operated at the lowest possible cost. 


A complete line of transit machines provides for 


select exactly the right equipment 


various bank accounting jobs. The 





B h . —~ using the numerical transit plan or typewritten item 
urrougns representative is fully description. When transit letters, amounts only, 
‘ . are written as part of the proving operation the 
qualified to discuss these new de- Burroughs Electric Carriage Typewriter provides 
' an economical plan for entering payer bank and 
velopments with you, and to show endorser description. 
you how other banks are using «) SAVINGS 


Regardless of how records are posted, or the type 
of proof desired, there is a Burroughs for every 
savings accounting job. 


4.) LOAN AND DISCOUNT, GENERAL LEDGER, TRUST 


For records requiring typewritten description, 
Burroughs offers a complete line of typewriter 
mail the coupon below. accounting machines. With their many automatic 

features, they post all the necessary records quickly, 
easily and accurately. 


ee eB MULTICOPY FORM WRITING 


them to advantage. For complete 
information, call the nearest 


Burroughs office, or fill in and 




















| Bank Division j The new Burroughs Electric Fanfold Machine pro- 

| Burroughs Adding Machine Company nem Stk, cabedie Wee, ae ee 

} 6352 Second Bivd., Detroit, Mich. ; other multiple copy forms. 

I 

| [have checked below, the subjects on which : 6) INSTALLMENT ACCOUNTING 

l I would like complete information. i phen ye or counter machine that schedules 
1 2 4 6 i ue date and balance of note. Also, a machine that 

0 0 30 O30 O | posts the bank’s record and the customer’s receipt 

in One operation, at the window. 

| Name I 

1 

Title MAIL THIS COUPON FOR FULL DETAILS 

| Address 
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When 
Bankers 
Come to 


Boston 


| . it is only natural that they should 
| prefer the Parker House, for this famous 

hostelry provides them not only with 
| comfortable accommodations and good 
‘|| food, but also with an excellent address 
||| and utmost convenience to those finan- 
cial institutions with which most of 
their business is transacted. 
































































Parker House meets their exacting de- 
mands; and the distinguished atmos- 
phere heightens their sense of well-being. 


| 
The smooth, efficient service of the 
| 


1} Single rooms with private bath, shower, 
1] circulating ice-water and radio from $3.50 







Glenwood J. Sherrard 
President & Managing Director 











A really fine hotel 
that provides every 
modern comfort and 
luxury. Rooms, cuisine 
and service in keeping with 
highest standards of 


living. 
Spacious, comfortable through- 
out. Air-conditioning in bar, 


dining rooms and coffee shop. 
Rates begin at $3.50. 


eluedere 


BALTIMORE 

















to ST. LOUIS 


Welcome to friendly service... 
fine food and drink, served in 
the hospitable atmosphere of 





ver 50% of all rooms $3.50 or 


$5.00 or less, double 
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| attorney from her. 


The attorney in 


| fact did not indicate on the check that 





her endorsement was written by him 
under the power of attorney which 
she had executed in his favor. 

Discussing the right of the bank to 
rely upon such an endorsement the 
United States Circuit Court of Appeals 
for the Second Circuit said: 

“‘We must assume that the endorse- 
ment was not made by her, but that 
fact alone is not sufficient to estab- 
lish forgery. She must also show 
that her name was written without 
authority. 

“Although she was an illiterate 
woman who could not read English, 
no testimony was offered that she 
was deceived as to the contents of the 
power of attorney, and she must be 
bound by its terms. The signing of 
her name on the check must have been 
done either by the attorney himself or 
by someone whose act he ratified and 
adopted by writing his name under the 
purported endorsement and by deposit- 
ing the check in his account with the 
trust company. In either event he 
acted pursuant to the authority con- 
ferred upon him by his power of 
attorney. 

“She makes much of the fact that 
her signature was simulated, but we 
think such fact immaterial. Her 
attorney had power to endorse her 
name either by his own name or by 
adopting the name of another. It was 
not necessary for him to sign ‘per 
pro.” Under the Negotiable Instru- 
ments Act the signature of any party 
may be made by a duly authorized 
agent. 

“An attorney with authority to 
make alteration in or endorse a check 
as attorney for a client has authority 
to deposit the proceeds either to his 
individual account or to his account as 
attorney. The bank is liable to pay 
the money so deposited to the attorney 
or on his check without liability to the 
true owner.” (Oquendo vs. Federal 
Reserve Bank, 98 Federal Reporter, 
Second Series, 708.) 


Bank as Landlord 


Banks managing and acting as land- 
lord for real estate will be interested 


| in a recent decision of the United 
| States Circuit Court of Appeals for 
| the District of Columbia on the ques- 


tion of a landlord’s liability for injury 
to persons on the leased premises by 
reason of defects in the building. In 
this particular case a tenant suffered 
an injury when a window fell on 
her hand. 

Discussing the liability of a land- 
lord in such a case, the court said: 

“In a lease of this character there 
is no implied warranty by the landlord 
that the house is safe, but where the 


In writing to advertisers please mention The Burroughs Clearing House 


THE BURROUGHS CLEARING HOUSE—December, 19.:8 


landlord has knowledge of defects 
which are hidden, it is his duty to 
reveal them.”’ 

The court inferred that the landlord 
might be relieved of liability if the 
nature of the defect on the leased 
premises was such as to be apparent 
to the tenant upon a_ reasonable 
inspection, but in this particular case 
decided that the injured tenant could 
not have ascertained by such irspec- 
tion the condition of the window which 
later caused it to fall and injure her 
hand. 

The difficulty that a landlord bank 
might have in such a case would be to 
convince the court and jury that it 
did not have knowledge of a hidden 
defect in the premises. Hence the 
advisability of frequent and careful 
inspections of parcels of real estate 
owned or managed by a bank. (Carusi 
vs. Schulmerick, 98 Federal Reporter, 
Second Series, 605.) 


Not Depositor’s Funds 


The troublesome problem presented 
by a depositor whose account really 
belongs to someone else has again 
been before the courts, this time in 
Arkansas. 

The situation wherein an agent or 
other respresentative deposits in his 
own name funds belonging to his 
employer or principal frequently arises, 
and the Supreme Court of Arkansas 
has laid down some sound advice for 
banks having to deal with such a 
deposit. 

**“A general deposit of money in the 
bank,” said the court, “‘passes title to 
the bank and establishes the relation 
of debtor and creditor between the 
bank and the depositor, and because 
of this relation, the bank is bound by 
contract to honor the checks of the 
depositor to the extent of the deposits 
and becomes liable if it refuses to 
do so. 

‘“‘However, there is an exception to 
this rule, that exception being that if 
the bank has notice that the funds 
deposited do not belong to the deposi- 
tor, it must dishonor a check drawn by 
the depositor on the account in pay- 
ment of his individual debts. I! 
it does honor such checks with 
knowledge that the funds belong to 
others than the depositor, it becomes 
liable to the original owner of the 
funds. 

“Neither can the bank appropriate 
such funds in payment of a debt owing 
by the depositor to the bank. In other 
words, the usual right of set-off as 
against an overdue note of the deposl- 
tor so much of the deposit as 1s 
required to discharge the note, does 
not exist.” (Smith vs. Security Bank 
and ‘Trust Company, 119 South- 
western Reporter, Second Series, 990.) 
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